“atates 


Jaunary, 1940 
en 


OTHER PEOPLE’S MONEY - + + we (2 + =) Leacock 
BY-PRODUCTS OF BETTER PUBLIC SERVICE - - Beardsley 
ALONG TWO FRONTS - - - - - - 
THREATS TO PROFITS Be 8 oS aR ER sas 4 ana ta Bristow 
A COMPETENT TRUST DEPARTMENT - + + Frolen 
An End to Progress? - - - - 

Forces Governing Interest Rates - - 


Gutlook for 1940 ORE al a a Pa 


Control of Trust Income - - - - - + + - + Riechmann 


The Trust Year in Review 








TRUSTS and ESTATES 
formerly 
TRUST COMPANIES 


A MONTHLY MAGAZINE DEVOTED TO THE INTERESTS OF FIDUCIARIES 
Founded 1904 by C. A. Luhnow 


VOL. 70 JANUARY, 1940 


Articles 


THE BY-PRODUCTS OF BETTER PUBLIC SERVICE 
Charles A. Beardsley 


ALONG TWO FRONTS 


Charles J. Zimmerman 


OTHER PEOPLE’S MONEY , ‘ , ‘ 
Stephen Leacock 


THREATS TO PROFITS AND STATE CONTROLS 
M, E. Bristow 


WHAT IS A COMPETENT TRUST DEPARTMENT? 
Daniel S. Frolen 


An End to Progress ?—Cassel 

The Outlook for 1940—Ayres . ; 

Forces Which Govern Interest Rates—Foster 

Audit and Control of Trust Income and Assets—Riechmann 
Coordination of Tax Systems—Smith ‘* 

Social Implications of Scientific Progress—Hunt 


Current News and Discussion 


KIRKBRIDE’S COLUMN 

OPEN FORUM ‘ 

Program of Mid-Winter Trust "Conference 
Banker, Politician & Co.—Editorial 

The Trust Year in Review 

Boston Insurance Trust Council Meets 
WaxAhacHie Letter 


Regular Features 


Booklet Shelf 

Current Trust and Probate Literature 

Developing Trust New Business 

FIDUCIARY DECISIONS 

Personnel Changes . 

Wills of the Month . ; , : ; : : z . 
Index—Topical and Advertising : . 110 

Copyright 1940 Fiduciary vusiidens, Ine. 


SSS sss 
Published by FIDUCIARY PUBLISHERS, Inc., 50 East 42nd Street, New York. Tel. Vanderbilt 6-0310 
CHRISTIAN C, LUHNOW, Editor P, PuHiuip Lacovara, Legal @ Asst. Editor 
JULES BACKMAN, Investment Editor 
Entered as second-class metter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 28, 1936. 
Subscription, $5 00 per annum; Canada, $5.50; Foreign, $6. 00; Single Copies, 60 cents 
Advertising rates on request Publisher reserves right to reject any copy 
TRUSTS and EUTATES is not to be considered as endorsing the views which may be advocated in signed articles. 





TRUSTS and ESTATES—Jan. 1940 


Executor : CusToODIAN OF SECURITIES : ‘TRUSTEE 


MANAGEMENT OF INVESTMENT PORTFOLIOS 


You are cordially invited to 


inquire about the services of 


City Bank Farmers 
cunnreneo uz LTUSt Company 


Transfer Agent, Registrar, Trustee for Corporations 


Mortgage Management 


Head Office: 22 Witt1am Street, New York City 
Uptown Office: Mapison AVENUE AT 42ND STREET 


Brooklyn Office: 181 MonTAGUE STREET 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





The By-Products of Better Public Service 


CHARLES A. BEARDSLEY 
President of American Bar Association 


RUST institution organizations, life underwriter organizations and bar 

organizations are, or at least should be, public-service organizations. Ser- 
vice to the public is, or should be, the primary product of all such organiza- 
tions, the members being in turn enriched by a by-product, namely, by gain- 
ing more public respect and regard, as a direct result of their public service. 
And those whom we serve are in turn enriched by the by-product, as well as 
by the primary product, since the by-product enables our organizations, and 
the members thereof, to render better service. 


Neither the primary product nor the by-product costs the public anything, 
because the workers in our organizations serve without compensation, and be- 
cause the incidental expenses of our service are paid by membership dues and 
contributions. 


All of us are interested in, and think much in the terms of, our “public 
relations.” It is well that this should be so. The members of the public are 
our customers and our clients; and the demand for that which we have to sell 
is largely measured by our “public relations”—by the attitude toward us of 
people generally. And, just as the only sure and permanent way of gaining 
more respect is to deserve more respect, so the only sure and permanent way 
of improving our “public relations” is by serving the public better. There- 
fore, whether we look at the problem from an altruistic viewpoint, or from a” 
selfish viewpoint, the answer is the same—the purpose of our organizations 
should be, as in the main it is, to render service to the American people. 


Self-Analysis the First Step 


N RECENT years we have heard and read much about the development of 

a “social consciousness.” Most of what we hear and read on this subject 
however, is expressed in the third person—it consists of complaints because 
of the other fellow’s deficiencies in this regard. The development would be 
more rapid if all of us, who are talking and writing about social consciousness, 
would stop talking and writing and thinking about the other fellow’s short- 
comings and would direct our thoughts entirely away from the third person, 
and toward the first person. 


Our trust institution organizations, life underwriter organizations and bar 
organizations, at their best, exemplify our “social consciousness”—our recogni- 
tion of our own obligations to the public, and our determination, through our 
organizations, to exert ourselves to the utmost to discharge those obligations 
by rendering better service. It is a product of social consciousness that in- 
evitably produces, as a by-product, more public respect and regard, better 
public relations, and more demand for those things that our members desire 
to supply to the American people. 


With the beginning of a new decade, we may well dedicate ourselves anew 
to a program of better public service, better public relations, and more social 
consciousness—expressed in the first person—even though we cannot prevent 
the by-product from being thrust upon us, or—if any of us prefer to look at it 
that way—to the end that the by-product may be thrust upon us. 
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Che 
Cleveland 
Crust Company 


Banking Offices located throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, DECEMBER 30, 1939 


ASSETS 
Cash on Hand and in Banks ....... §$ 138,741,915.01 
United States Government obligations, direct 
ee ee ee 108,148,065.09 


State, Municipal and Other Bonds and Invest- 
ments, including Stock in Federal Reserve 
NN ee ae ee ee 10,015,606.40 


Loans, Discounts and Advances, less Reserves . 131,770,476.30 


Banking Premises (including investments and other 
assets indirectly representing bank premises) . . . 6,441,088.11 


Other Real Estate (including investments and other 
assets indirectly representing other real estate) Less 
i a ake a er as ae ee 7,625,609.28 


gk et ee ee ae ae 2,075,324.41 


Customers’ Liability on Acceptances Executed 
ere ae eee eee 179,882.89 


Total . . . «© « © © «© «© «$$ 404,997,967.49 


LIABILITIES 


Capital Notes .... . $ 13,492,000.00 
ubordinated to Deposits and 
Other Liabilities) 


Capital Stock. .. ... 13,800,000.00 
Surplus and Undivided Profits 5,185,314.93 
Reserve for Contingencies . 294,676.63 


Retirement Fund for Capital 
Notes and Accrued Interest 
to February 1,1940.. . 395,949.47 33,167,941.03 


DEPOSITS 
Demand. . .... + - $ 172,233,966.45 
we 6 & 6-e ee 0 @ * 176,278,199.89 


Estates Trust Department 
ae 16,274,898.17 


Corporate Trust Department 
(Peeferted) . 2. 2 e « 3,342,166.05 368,129,230.56 
Accrued Taxes, Interest, etc. . . 1,364,363.75 
Other Liabilities . . .... 2,156,549.26 
Acceptances Executed for Customers 179,882.89 
Total . . . . «© « « «© $ 404,997,967.49 


United States Government Obligations and other assets carried at $17,829,187.03, 
ate pledged to secure public funds and trust deposits and for other purposes as 
required or permitted by law. 


MEMBER FEDERAL RESERVE SYSTEM 
Member Federal Deposit Insurance Corporation 
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Along Two Fronts 


What Life Insurance and Trustee Cooperation Means Today 


CHARLES J. ZIMMERMAN 
President, National Association of Life Underwriters 


N 1940 the National Association’s standing com- 

mittee on co-operation with trust officers will 
mark its fifteenth year of existence. During its first 
few years, the committee was principally concerned 
with educating life underwriters in their relation- 
ships to trusts and the many business advantages 
which lay therein. 

Later on the committee became partly a police 
organization, reprimanding underwriters who tried 
to take the duties of the trust officers into their own 
hands, and seeking to make a clear-cut line between 
the two professions that would prevent unintended 
encroachments. 
In the past five years the relationships between 

trust officers and life underwriters have reached the CHARLES F. ZIMMERMAN 
third stage: active cooperation through the formation of Life Insurance and 
Trust Councils in many of the larger cities of the country. Through this de- 
vice, agents and trust men have been able to sit down and discuss their mutual 
problems at regularly scheduled times, and to become more thoroughly ac- 
quainted with the others’ fields. 


No One-Way Streets 


ODAY life insurance men are besieged on several sides by people who 

have evidenced a desire to make changes in their business. The Tempo- 
rary National Economic Committee, with no noticeable mandate from the 
people, has held hearings in Washington distinctly hostile to the institution 
as a whole. Statesmen have broached plans to put the government into direct 
competition with life insurance. And many self-seeking private citizens have 
done their best to malign the business with incomplete comparisons and unfair 
statements. 

The result of all this has been that life insurance has had to prepare to 
fight, both for its own rights and for the rights of its policyowners. When a 
situation like this exists, there is a danger that mutual cooperation will cease 
to exist, and instead become a one-way street. There is a tendency to say, 
“You cooperate with us now, because we need your help; maybe in the future 
we can help you.” 

The National Association of Life Underwriters wants it emphatically 
understood that its relationships with trust men throughout the country will 
pursue no such one-way course. Its work with trust officers will continue along 
two fronts: (1) to help the people of the United States work out firm bases 
of estate conservation, and (2) to assist trust men and to seek assistance from 
them in understanding the many methods of estate work that are possible today. 


Protecting the Public’s Property 


ECAUSE the problems involved in estate, investment and property protec- 
tion work of all kinds today are almost identical, and because trust 
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officers must wrestle with just about the same type of difficulties as life under- 
writers, there can be a sympathetic understanding between the two. And 
because this understanding is so widespread and genuine, it is natural to 
hope that the Life Insurance and Trust Council movement will expand cor- 
respondingly. There are many, many miles of work still ahead before all 
underwriters and trust executives understand what help each can be to the 
other, but the National Association feels that definite progress is being made. 

During 1940 the constantly shifting trends of taxation will create new 
problems for us. The Social Security Act, the European war and America’s 
situation in relation to it, as well as whatever decisions Congress and the 
courts may make, will inevitably cause certain changes for both of our busi- 
nesses. If there is constructive expansion of our joint program, these problems 
can be met more squarely, and with better equipment. 

Cooperation between the Trust Division of the American Bankers Asso- 
ciation and the National Association of Life Underwriters will be on a two- 
way basis in 1940, as it has been ever since the Life Insurance and Trust 
Council movement was inaugurated. And that cooperation ought to mean a 


higher plane of service to the public. 


Gianninis Uphold 


HE Bank of America, fourth largest 

financial institution in America and 
eighth largest in the world, may surrender 
its national bank charter and become a 
state institution under a new charter from 
the State of California, unless the Treasury 
Department abandons what L. M. Gian- 
nini, president, and A. P. Giannini, 
chairman of the board, consider  per- 
secution of the bank. This report was pre- 
sented orally to some 300 stockholders of the 
Bank of America at the corporation’s an- 
nual meeting January 9th. It was unani- 
mously voted to incorporate the report in 
the minutes, and the proceedings indicated 
that the Gianninis have the support of the 
stockholders. 


The feud between the Bank of America 
and the Treasury Department is generally 
believed to have commenced with proceed- 
ings by the Securities and Exchange Com- 
mission against the Transamerica Corpor- 
ation, also controlled by the Giannini in- 
terests, and formerly “securities affiliate” 
of the Bank of America. 


In September, 1938, according to the bank 
report, the then acting Comptroller of the 
Currency made a last-minute attempt by 
telegram to forbid the directors of the bank 
to declare the regular dividend, :and 
threatened to cite them to the board of 
governors of the Federal Reserve System 
under Section 30 of the Banking Act of 1933 
if they persisted in doing so. The directors 
then and subsequently have ignored this 
effort on the comptroller’s part, which Mr. 


Private Banking 


Giannini characterized as “astonishing and 
unprecedented.” 

At a subsequent conference in Washing- 
ton on December 15, 1938, a working agree- 
ment hy which the bank pledged itself to 
adhere to a management program largely 
laid down by the comptroller was set down 
in writing, and Mr. Giannini told his stock- 
holders that “since that time we have con- 
sistently adhered to the terms of the agree- 
ment, although the comptroller has in his 
treatment of the bank acted as though no 
such conference had ever been held.” 


The bank examiners, Mr. Giannini said, 
“have become more and more arbitrary and 
vindictive,” and the subsequent threatening 
letters from the comptroller have become 
“more threatening, captious and discour- 
teous.” “The record clearly shows,” the 
report continues, “that Mr. Morgenthau, 
contrary to tradition and practice, has per- 
sonally taken over from the comptroller 
supervision of your bank and the unusual 
and extraordinary procedures which have 
been adopted are due to this situation.” 


The bank, Mr. Giannini said, would wel- 
come an investigation and hearing before 
the Federal Reserve Board as provided by 
law, but Mr. Morgenthau has not seen fit 
to avail himself of this procedure. The 
three fundamental points at issue, ac- 
cording to Mr. Giannini, are: the bank’s 
dividend policy, the valuation at which it 
carries its premises on its books, and the 
ratio of capital to deposits which it main- 
tains. 





THE 


NEW YORK TRUST 
COMPANY 


I00 BROADWAY 


MADISON AVENUE AND 40T ST. ONE EAST 57TH ST. 


CONDE’ =ED STATEMENT OF CONDITION 
At the close of business, December 31, 1939 


ASSETS 


Cash on Hand, and in Federal Reserve and Other 

Banks... . » $162,678,813.31 
Exchanges, Collections and Other Cash Items « «  25:282,.292:55 
United States Government Obligations—Direct 

and Guaranteed . . «eee eo 6 «ro? 
Other Bonds and Securities oe - « - 18,384,269.05 
Loans, Discounts and Bankers’ Acceptances « «+ 89,587,006.75 
Interest Receivable, Accounts Receivable and 

Other Assets . . ee a ee 2 1,688,421.30 
Real Estate Bonds and Mortgages . igi age ageh a 4,239,775.33 
Customers’ Liability for Acceptances . . 2,547,072.36 
Equities in RealEstate. . = 930,021.16 
Banking Premises—Equity and Leasehold 2,856,977.32 


$466,524,745.50 


LIABILITIES 
Deposits. . $415,436,219.04 
Outstanding and Certified Checks 4,169,368.07 $419,605,587.11 


Dividend Payable January 2,1940 ... . 625,000.00 

Accounts Payable and Other Liz toilities. . . . 1,597,067.25 

Acceptances . . Se ana A ak tal ce 3,238,011.20 

Reserve for Contingencies tm vol dee ce 1,000,000.00 

ee? os «ss Se ee 12,500,000.00 

Surplus . . aay 25,000,000.00 

Undivided Profits a eae ge 2,959,079.94  40,459,079.94 
$466,524,745.50 


United States Government obligations are carried at amortized cost. Government 
obligations and other securities amounting to $6,012,633.53 in the above statement 
are deposited to secure public and trust deposits and for other purposes required by law. 


TRUSTEES 


Malcolm P. Aldrich Francis B. Davis, Jr. Robert A. Lovett 
New York President Brown Brothers Harriman & Co, 


Arthur M. Anderson Se ee pep Howard W. Maxwell 
J. P. Morgan & Co. J > M. she “Eco New York 
Mortimer N. Buckner Russell H. Dunham 
Chairman of the Board —_—e 7 neg ee 
ercules Powder Company Dean Sage 
Pog yy A Samuel H., Fisher Sage, Gray, Todd & Sims 
Lietfiels, Conn, Louis Stewart, Sr 
Alfred A. Cook Art LG 
Cook, Nathan, Lehman laa New York 
reenman : Vanderbilt Webb 
William Hale Harkness an 
William F, Cutler New York Cok, eS ae 
Vice-President B. Brewster Jennings Medley G. B. Whelpley 
American Brake Shoe & Fdy. Co. Socony-Vacuum Oil Co., Inc. Guggenheim Bros. 


Member of the Federal Deposit Insurance Corporation 


Harry T. Peters 
New York 





Program of Twenty-First 


MID-WINTER TRUST CONFERENCE, TRUST DIVISION, 
A. B. A. 


February 13-15, 1940; The Waldorf-Astoria, New York City 


Tuesday: 10:00 A. M. 


Address of the President—ROLAND 
E. CLARK, vice president, National 
Bank of Commerce, Portland, Me. 

Greetings from the American Bank- 
ers Association—ROBERT M. HANES, 
president, A. B. A., and president, 
Wachovia Bank and Trust Company, 
Winston-Salem, N. C. 

Investor’s Stake in Government Fin- 
ance— PROF. HARLEY L. LUTZ, 
Princeton Univ. 


Tuesday: 2:15 P. M. 


Public Opinion—ELMO ROPER, 
market analyst. 

The Public Must Know—HOLGAR 
JOHNSON, president, Institute of Life 
Insurance, New York. 

Personal Relations in Trust Business 
—H. R. HARRIS, vice president, Cen- 
tral National Bank, Cleveland, Ohio. 

Customer Relations—a Need and a 
Challenge—WILLIAM A. IRWIN, Asso- 
ciate Educational Director, A.I.B. 


Wednesday: 9:30 A. M. 


Opening Remarks—C. ALISON 
SCULLY, vice president, Bank of the 
Manhattan Company, New York. 

Present-Day Investment Problems of 
Endowed Institutions—LAURENCE G. 
TIGHE, associate treasurer, Yale Univ. 

The Handling of Investments for an 
Institutional Trustee—ROGER H. WIL- 
LIAMS, Chairman, Finance Committee, 
Presbyterian Church of the United 
States; Partner, Estabrook & Co. 


Symposium 


Government Obligations and Muni- 
cipalsx—JAMES C. SHELOR, trust 
officer, Trust Company of Georgia, 
Atlanta. 

Preferred Stocks and Corporate 
Bonds—ROBERT S. DREW, vice 
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president, Continental Illinois Na- 
tional Bank and Trust Company, 
Chicago, IIl. 

Common Stocks—HECTOR PRUD’- 
HOMME, vice president, The Hart- 
ford-Connecticut Trust Company, 
Hartford. 

Mortgages and Real Estate—B. W. 
UTTER, vice president and trust of- 
ficer, Title Guarantee and Trust Com- 
pany, Los Angeles, Calif. 


Wednesday: 2:15 P. M. 


The Trust Indenture Act of 1939— 
GEORGE ROBERTS, Winthrop, Stim- 
son, Putnam & Roberts, New York. 

The Effect and Scope of Excu_,a- 
tory Clauses—WALTER FLETCHER, 
Davis, Polk, Wardwell, Gardiner & 
Reed, New York. 

The Trustee’s Duty to Inquire Into 
the Acts of His Predecessor—MAYO A. 
SHATTUCK, Haussermann, Davison & 
Shattuck, Boston, Mass. 

Experiences in Making a State-Wide 
Cost Survey—W. ELBRIDGE BROWN, 
vice president and trust officer, Clear- 
field Trust Company, Clearfield, Penn. 


Thursday: 9:15 A. M. 


Address—JOHN W. HANES, former 
Under Secretary of the Treasury. 

Making Foreign Travel Safe for In- 
tangibles—LOUIS S. HEADLEY, vice 
president, First Trust Company of St. 
Paul, Minn. 

Question-Box Period—GILBERT T. 
STEPHENSON—Director of Trust Re- 
search, The Graduate School of Bank- 
ing, A. B. A., leader. 

* * * 

The Twenty-Ninth Annual Banquet 
of the Trust Division will be held on 
Thursday evening. Fitzgerald Hall, 
president, Nashville, Chattanooga and 
St. Louis Railway, will speak on 
“Democracy.” 





Other People’s Money 


An Outside View of Trusts and Investments 


STEPHEN LEACOCK 


TRUSTEE, according to the old 

fashioned Victorian novels, was a 
man to whom no one should ever have 
entrusted a shilling. It is true his ven- 
erable appearance, snow-white hair and 
fresh complexion spoke in his favour. So 
too, did the fact that he gave generously 
to the cricket club and all local charities, 
and sat every Sunday with his daughter 
in a front pew of the old Norman church 
where he worshipped. His daughter was 
engaged to the curate and his son was 
in the guards. 

In spite of all this, any sen- 
sible reader should have grown 
a little suspicious when it ap- 
peared (in chapter Il) that 
“this hand shook when he passed 
the port.” But he remains un- 
suspected until (in Chapter 
III) he ‘disappears suddenly 
and completely,’—not, that is, 
gradually and by sections. As 
a consequence, his daughter has 
to go out as a governess, and 
his son Richard (familiarly 
‘known to his brother officers as Dick) 
has to sell his commission; notice, not 
sell ‘on commission’ but sell the commis- 
sion itself. 

And with that the Victorian novel gets 
well started, leaving behind it, however, 
the problem of trusteeship. If a vener- 
able man in a Norman pew can’t look 
after money, wouldn’t it be better to en- 
trust it to a company that gets no nearer 
to Heaven than in a sky-scraper? 


Trust, Spend, or Lose? 


O LET that serve as a sort of intro- 
duction to what I want to talk about, 
namely, the question of trusts and trus- 
tees and investments; whether to let 
other people look after your money, or 
to lose it for yourself in your own way. 


I propose to discuss this altogether from 
the point of view of an outsider. But 
after all, outsiders see most of the game. 
No cricketer would ever guess that cri- 
cket is slow, not even when a three-day 
match ends in a heavy rain, eight wick- 
ets up and two hundred runs to make. 
Only outsiders know that hockey is bru- 
tal, baseball commercial and football a 
form of college advertisement. 

In the earlier part of the life of most 
of us there was no problem of invest- 
ment. The only problem was what the 

railways call maintenance. But 
there comes a time in every- 
body’s life, or just after it, 
when he has to think about 
these things. Let us take the 
most cheerful case. Suppose 
you receive a legacy of five 
thousand dollars. Let’s make 
it from an uncle, one you never 
saw. He died of snake-bite in 
Mexico. Don’t worry over him. 
The point is that he has left 
you five thousand dollars. What 
are you going to do with it? Or sup- 
pose, happier still,—a real dream,—that 
the company you work for keeps rais- 
ing your salary till you can’t spend it 
all. What do you do with it? 

Or take the last case, the only certain 
one. Suppose you are reaching the time 
of life when necessarily before long you 
will be either dead or buried,—as some 
one in Punch recently expressed it. Now 
you see, you can’t take what you have 
away with you. It’s too bad, but you 
can’t. My, my! How I would like to 
take my Orillia country house,—fire 
proof cellar lined with asbestos, and open 
balconies up above,—good either way. | 
But it can’t be done. So you have to 
decide who shall manage what you leave 
when you come to leave it. 
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We offer prompt and 
efficient service as fiduciary 
representative in 
New Jersey. 


Northern 


The Plainfield Trust Company 
PLAINFIELD, NEW JERSEY 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


Ignorance of Money Is No Excuse 


ERE opens up the essential dilemma 

of the choice to be made,—personal 
management as against company man- 
agement; or the half-way method of 
management by personal occasional trus- 
tees like the one who disappeared out of 
his Norman pew in Paragraph One. 
Shall you manage it; or give it to a law- 
yer or a broker to handle; or trust it to 
the Rock of Refuge Trust Company? It 
looks bad whickever way. You yourself 
don’t know anything about money. Un- 
cle John, as you know, lost most of his 
own, and part of Aunt Mathilda’s; and 
lately he drinks too much. But then law- 
yers, everybody knows, are liars and bro- 
kers are crooked; and the Rock of Re- 
fuge Trust Company looks a little too 
much like a spider-trap; how do you 
know they won’t ‘bust up’ all of a sud- 
den? At least Uncle John won’t bust up. 
But then he might ‘die on you’. So it’s 
a puzzle. 


What I propose to show is that there 
are some things that can only be proper- 
ly done by a Trust company; and some 
that for better or worse can only be 
done, except at a disastrous expense, by 
Uncle John, as a personal trustee; and 
that you yourself are a poor third, and 
out of it anyway later on. That’s the 
argument, but it will be so painless that 
it won’t interfere with the article. 


The first point is the abysmal ignor- 
ance of most people about money. This 
is especially true of English people; it 
clings to them for generations. They 
can’t ‘manage their own money.’ For 
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generations, and in fact till yesterday, 
they all had a little, never much and get- 
ting less, and as they couldn’t manage it 
they clung to their quarterly income 
with a pathetic parsimony,—more care- 
ful over a penny than a newsboy is. 
Nothing like poverty to make one gener- 
ous about money. 

But, as I say, most people start in 
deep ignorance about money. I remem- 
ber, many years ago, when my brother 
Jim and I were schoolboys at Upper 
Canada College, we received a cheque 
for ten pounds sent by cur grandmother 
from England. We took it to the bank 
of British North America. The teller 
shook his head over it and said “I’m, 
afraid I can’t give you much for that to- 
day. Our hearts sank. Jim said “How 
much?” and he answered, “Four eighty 
two, will you take it?” Jim said “no” 
and we went out, almost in tears. 


Rainbow’s Ends 


UT IT is not only the young and in- 

nocent who show this abysmal ig- 
norance of money matters. Plenty of 
people of the highest intelligence not 
only in the profession but even in busi- 
ness itself, know next to nothing of mon- 
ey, outside of their own line of enter- 
prise. Investment for them is as uncer- 
tain as a weather-cock and as tricky as 
Monte Carlo. 


I recall here the fate of a shrewd old 
merchant of my acquaintance. He was 
so wise in his own line of business that 
he had made three large fortunes in it, 
one after the other. If he had lived 
long enough, he would have made a 
fourth. But it made no difference. He 
could lose them as fast as he could make 
them. His specialty was mining stock. 
Before his eyes floated visions such as 
go with the words Golconda, and the 
Comstock Lode and the Reef of Witwat- 
ersrand. Show him a blue-print with a 
few words on it that he couldn’t under- 
stand, a few lines of dots, and a couple 
of arrows,—and that’s all he asked. You 
could pick off him anything he had. Later 
on, he carried his breast pocket full of 
script and showed it with a certain pride, 
not in his own folly but in what he 
thought his singular astuteness. “Look 





at this,” he would say, “a fellow came in- 
to the store, and he would have it that 
that was going up to a hundred dollars 
a share in a month. ‘Mighty likely!’ 
says I. And who was right? I was! It 
went plumb to nothing.”—The fact that 
he had bought it somehow got over- 
looked. 


The more you think of such cases and 
incidents, the more you realize as I do, 
that a Trust Company in its own proper 
field is one of the things necessary to a 
stable society. 


Diminishing Returns 


T WAS for other reasons that the per- 

_ sonal trustee played such a large part 
in what we now call Victorian days. With 
the rise and fall of big commercial for- 
tunes there was a lot of money passed 
on from generation to generation, in re- 
latively small amounts, at a low return 
and never increased. The personal trus- 
tee was unpaid; typically a country gen- 
tleman with property of his own, cau- 
tious from generations of conservatism. 
To him his nephews and his nieces and 
his cousins entrusted their money, or 


rather it was entrusted to him by the 
dead hand that had signed a will a gen- 
eration gone. 

The blind led the blind, but at least 
with the inch-by-inch caution the blind 


feel. No blind man ever falls over a 
cliff. For the documentary work the 
trustee engaged a lawyer. The invest- 
ments were made typically in ‘consols,’ 
—the consolidated funds which carried 
forward for three generations the huge 
debt of £800,000,000 of the Napoleonic 
war; either in that or in some such other 
bedrock. Presently the English law con- 
fined the investment of personal trus- 
tees within these limits and put a pad- 
lock on them. American law generally 
keeps them in confinement too, unless a 
reasonable leeway is given in the will. 
The weak spot of the system was the 
low rate of interest, the feeble return to 
people whose income even at the best was 
all too small. People pinched and saved 
-on two and a half per cent from consols 
at a time when the new Dominion of 
Canada would have paid them six; when 
many first class American companies 
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would have returned them ten; when 
new enterprises might have doubled their 
capital in a year;—or skinned them alive 
and thrown them out stranded and broke 
and ruined, in six months. ‘There’s the 
rub,’ as Shakespeare calls it, though 
others call it a knock. How can they 
tell what is good and what is bad, what 
is honest and what is fraud? They can’t; 
not the kind of people we are talking 
about; and the more complex the world’s 
industry grows the less able they are to 
distinguish sound from unsound enter- 
prises, opportunity from danger, and 
fraud from fair dealing. 

You and I and many of us may suc- 
ceed in managing the money we have 
been fortunate enough to save, without 
any great disaster. People who are still 
earning money can afford to take risks 
and console themselves for losses in a 
way impossible for those who have their 
money once and for all. The whole at- 
mosphere of North America differs in 
this from that of Great Britian or 
France. I recall the case of a big lum- 
ber-jack who came down to my home 
town of Orillia after a hard winter spent 
up north in the bush. He brought with 
him one hundred dollars, his savings of 
a year. He got drunk and lost it in one 
night. Sobering up next day he said 
“lightly come, lightly go.”....The ‘lightly’ 


JUST A DREAM | 1 GUESS. 
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doesn’t seem so light. But I have seen 
just the same attitude in people ‘cleaned 
out’ in the great crash of 1929. They 
went on with their work much the same; 
just like waking from a dream. 


Easy—When You Know How 


UT when it comes to the question 

of putting by what you leave for 
others to live on after you are gone, then 
the personal trustee is clear out of it. 
Even at the very best the return that he 
will secure is small and the moment he 
abandons security, his feet slip and down 
he goes, and your heirs and dependents 
with him. But with a Trust Company, 
a proper one, you need never worry. You 
can go to sleep, your last sleep and think 
no more of it. 

Having said which, I propose to add a 
few amplifications and even qualifica- 
tions. In the first place, I am thinking 
here primarily of property in the form 
of cash, bank balances and securities. 
The management of these by a company, 
if it is honest and if no inordinate rate 
of return is offered or expected, is a 
fairly simple matter. It can be done at 


no great cost because bonds, stocks, in- 
terest, dividends, renewals and reinvest- 
ments are things that represent a fixed 


routine, appearing at fixed times. First 
class market securities are easy to handle 
on conservative lines without any at- 
tempt at inordinate profits. Of course 
when I say “easy to handle,” I mean 
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easy for people who know how; easy for 
trust company officials who have had a 
lifetime of training to teach them how— 
not easy for idiots, for incompetents or 
for Victorian trustees. A gooc Trust 
Company could take over the funds of a 
Blind Men’s Home and invest them all in 
one morning so solidly that they’d never 
need to look at them again even if they 
got their sight back. In fact I think I 
could do it myself and charge nothing 
for it but a whiskey and soda and a 
cigar, with the broker’s clerks to work 
the arithmetic. Only I might make a 
slip and even the most well-behaved, 
ultra gilt bonds have the annoying habit 
of falling out of line—or out of sight. 
Some of the nicest “legals” at the time 
the Blind Men’s home was built are 
quoted today at 2% or 514: and that’s 
the principal, not the interest rate! Come 
to think of it, the best of bonds need a 
financial guardian. 


I admit that this assertion of the ease 
of first class investment is less positive 
than it was before the present genera- 
tion. All investors, individual or corpo- 
rate, have to face the possibility of a 
collapse of currency values and a rise of 
prices such as was never dreamed of 
thirty years ago. It is not that the in- 
vested money will be lost, but that its 
power to purchase will be diminished. 
Investors in fixed securities in France 
lost four-fifths of their real income in 
the war period. The difficulty can be 
partly met by investment in securities 
the return from which must rise if the 
currency falls,—like the returns from a 
basket of eggs. But this topic lies cross- 
wise of the present discussion, shadow- 
ing the personal trustee and the corpo- 
ration trustee in the same way. 


Beware the Name Without the Nature 


HEN we turn from property in 

securities to property in land, 
estates, goods, chattels and what not, 
the horizon changes a bit. Here a trus- 
tee must deal with renting or selling 
houses, bargaining with tenants, debat- 
ing repairs, and the management of 
country property with a wilderness of 
details to arrange by discussion with 
people to whom time is nothing. Nat- 





urally the company’s costs rise until 
sooner or later, you reach the fence be- 
yond which private management on the 
spot is your only recourse. 


Another qualification needs here to be 
made though it is obvious to people who 
understand the subject; when I say 
‘Trust Company,’ I refer only to corpo- 
rations properly so designated. These 
by the law of the jurisdiction in which 
they operate, are restricted to certain 
kinds of investments with certain guar- 
antees to prevent or minimize loss. Very 
different are Investment Companies 
which represent the pooling of individual 
fortunes for collective profit, and offer a 
partial safe-guard by the spread of loss. 
The old British type confine themselves 
to paying dividends out of dividends re- 
ceived. The newer type look for divi- 
dends from the profits of shrewd manage- 
ment, and, in some cases, from the rise 
of capital values of outside. securities 
bought and sold. The experience of the 
depression years carried warning enough 
on this last point. 


But an investment company, for those 
who eyes are open and who understand 
what is its proper field, is a first class 
idea. It can do things quite beyond the 
reach of the individual means of ordin- 
ary people. By gathering and pooling 
capital, it can take over the wreckage of 
unsuccessful ventures that might have 
succeeded, supply funds to new enter- 
prises marked for success, put old wine 
into new bottles, and new wine into old 


bottles and return a comfortable and 


honest dividend for those associated with 
it. At the same time, this is not a 
‘trust.’ This differs from restricted in- 
vestment in fixed securities with a phy- 
sical basis of return as certain as any- 
thing can be on this side of Jordan. 
From the nature of its operations even 
the most honest of investment compan- 


ies can lose money. For widows and or- 


phans it should carry a sign ‘Keep Out,’ 
but for a wise man ‘Come In.’ 

There ought, however, to be a clear 
understanding in the law of every juris- 
diction, provincial or state, as to how 
and when the word Trust may be used. 
The world lives on words. And the less 
people understand, the more the words 
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count. To humbler people a Bank sounds 
solid, a Stock Exchange sounds like 
Monte Carlo: a lawyer sounds like a 
crook and a fisherman like an apostle. 
So with a Trust. Round the word has 
gathered a significance all its own, next 
door to religion. No such designation 
as ‘Investment Trust’ ought to be known 
in the law, unless in the real meaning of 
a Trust with the statutory limits that go 
with it. 

These random lights on trust opera- 
tions, focussed to a single beam, are in- 
tended to illuminate as follows. Put your 
trust in a Trust Company. Imperfect 
though it is, it’s away better than you 
are; and anyway in the chief case con- 
cerned—the estate you have provided 
for your family—you won’t be there. 
But do not expect a Trust Company to 
be at once a rock of refuge and a gold 
prospector. You can’t have it both ways. 
The main thing is to keep your money, 
which is more than you yourself can do, 
alive or dead. Where the field of the 
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Trust Company ends,—that is,—at a 
small and remote farm fence,—look for 
an honest man. But keep away from 
get-rich-quick companies, professors, 
people who make indexes and prophets 
not registered in the Old Testament. 

I think that’s all. 


“BIG BILL” KIEFERDORF 


Last month took from our ranks one of 
those grand characters who have that rare 
faculty of combining a big heart and a 
strong hand, and who was the incarnation 
of trusteeship during business hours and 
after. When William John Kieferdorf died 
on December 3rd, at the age of 59, the trust 
fraternity lost one of its wisest counsellors 
and kindest friends. As one of his host 
of friends so well remarks: “There was 
never a time in the eighteen years that I 
have known Bill that he did not go out of 
his way to help somebody. He was always 
ready with good counsel and advice to any- 
one in trouble—the best hearted and big- 
gest man on the Coast.” 

His modesty and dignity were proverbial, 
perhaps because, like his other traits, he did 
not make a fetish of them but was out- 
spoken and courageous when the occasion 
demanded. His ecclesiastical training — 
he was instructor at St. Ignatius College 
in San Francisco at the age of 21—found 
a most useful expression in trust service, 
which he entered after twelve years in other 
business enterprises. In June 1938 his 
alma mater, Santa Clara University, con- 
ferred on him the honorary LLD. in recog- 
nition of his leadership in business and 
civic life. 

In 1911 he had his first taste of banking 
with the old Wells Fargo Nevada National, 
but had served as manager of the Bay 
Cities Transportation Co. for three years 
prior to joining the Bank of America in 
1918. His story since is recorded in the 
annals of trust work to which he made 
such notable contributions, including the 
primary credit for organizing the Pacific 
Coast & Rocky Mountain States trust con- 
ference. Head of one of America’s “bil- 
lion dollar” trust departments, he was also 
on the A.B.A. executive committee and 
active in California fiduciary affairs at the 
time of his death. We owe him reverent 
memories, and he has left us all the legacy 
of an exemplary career whose influence 
will long be felt in the high standards 
which he helped attain for his chosen pro- 
fession. 
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Transfer Tax on Worthless Securities 


Executors and administrators desirous of 
taking advantage of the exemption from 
Federal stock transfer tax granted by Sec- 
tion 402, Revenue Act of 1939, need merely 
prepare a statement to the effect that the 
value of stock to be delivered or transferred 
to a legatee, heir or distributee is not great- 
er than the amount of the tax that would 
otherwise be imposed, which statement. 
should be attached to the certificates deliv- 
ered or transferred. Such a statement may 
be accepted by transfer agents as prima 
facie evidence of non-taxability. 


This is the position taken by the Treasury 
Department in a letter to A. G. Quaremba, 
assistant secretary, City Bank Farmers 
Trust Company, and chairman of the Com- 
mittee of Banking Institutions on Taxation, 
New York. The letter, signed by Deputy 
Commissioner D. S. Bliss, states that it is 
not necessary that the Treasury Depart- 
ment pass on the value prior to delivery or 
transfer. The fiduciary, in reaching his or 
its opinion, would take into consideration 
the value of the stock as determined for 
Federal or State death tax purposes, as well 
as the book value of the stock and such oth- 
er facts as may be relevant. In doubtful 
cases, the facts should be submitted to the 
Treasury Department. 


ea + 


“Last-in, First-out” 


The Bureau of Internal Revenue has is- 
sued regulations (T.D. 4959) governing the 
application of the “last-in, first-out’? method 
of inventory computation for taxable years 
beginning after December 31, 1938. Tax- 
payers were enabled by the Revenue Act 
of 1939 to elect either the “last-in, first-out” 
method or the “first-in, first-out” method, to 
the latter of which they had been previous- 
ly restricted. 


The availability of the new method for 
taxpayers who use inventories in computing 
their income is provided in Section 22 (d) 
of the Internal Revenue Code, as amended 


‘by Section 219 of the Revenue Act of 1939. 


Under the “last-in, first-out” method, the 
cost of goods sold during the taxable year 
is determined by reference to cost of mate- 
rials last purchased. Under the “first-in, 
first-out” inventory method, the cost of 
goods sold during the taxable year is deter- 
mined by reference to the cost of materials 
earliest purchased. 
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Cavalier of the Chesapeake 


HIS story should begin with Lord Baltimore, for his 

modern counterpart, of whom we speak here, has car- 
ried on the same courtly traditions. Perhaps you have 
remarked the tall, distinguished Southerner who “bends 
from the hips” as he greets you, and wondered at the story 
behind that military figure. His life has been too full to 
chronicle here, but a few highlights, from the 13th of 
April 1884, to date, will interest his host of friends 
throughout the country. 

A law partner of the late Governor Albert Ritchie of 
Maryland at the age of 29, Robertson Griswold already 
had obtained a liberal education and experience, from pub- 
lic schools and Dunham’s through the A.B. and graduate 
work in Political Science at Johns Hopkins, and the LL.B. 
from the University of Maryland to legal work for the 
local utility and his own law firm in 1909. 

With his characteristic flair for doing things, Bob joined the army to settle the 
Mexican dispute in 1916, and afterwards served throughout the World War, first in field 
artillery, later as Air Service Officer. From this stemmed his desire to bring to Balti- 
more one of the finest municipal air ports of the country, which he is now completing 
as chairman of the Municipal Aviation Commission. 

True to the family associations with the legal and financial fields, he became asso- 
ciated with the banking house of Alex Brown & Sons, having meantime served as vice 
president of the Maryland State Bar Association, of which, as well as the American 
Bar Association, he is an active member. In July 1920 he accepted the office of Vice 
President in charge of the Trust Department of Maryland Trust Company. Indeed a 
long step from his first job of carrying the rod for the survey of the Washington, Balti- 
more and Annapolis Electric Railway. 

Strangely enough, he has found time—the energy required no finding—for a smart 
set of tennis, for fishing in some quiet lake in the Maine woods while waiting, as he 
says, with nothing on his mind but an old hat, for the guide to fix the grub. By reliable 
reports his golf* score “about equals the National debt.” Which bringing unpleasant 
reflections to a Democrat who believes stability in Washington would be the greatest 
of economic boons, he relieves by avid reading of history, including the Harvard Clas- 
sics, which, as he puts it, “is a liberal education in itself.” 

It is also reported he is an authority on the war between the States and has 
been known to carry an aria from grand opera—hence his melodious platform voice. 
He has also found time to write some classics himself on various legal phases of fidu- 
ciary work, his favorite business study. His fine achievements as a member and chair- 
man of the Trust Division’s Committee on Relations with the Bar have thus been a 
natural, which through his frank diplomacy contributed greatly to the effective co- 
operation of the Bar and corporate fiduciaries. For further activity Bob has been State 
Treasurer for the American Legion and State Lieutenant Governor of the Society of 
Colonial Wars. 

It is not surprising that he enjoys above all others the variety of problems of his 
present job which, “touching as it does the lives and happiness of so many persons 
formerly dependent upon others, is deeply affected with a public interest.” Recom- 
mending civic activities for trust men, he cautions that charity begin at home, for “a 
bad trust department is an abomination unto the Lord.” 

Typifying his service in the trust field has been his leadership as a member of the 
Executive Council of the American Bankers Association, chairman of its committee on 
taxation, and member of its Commerce and Marine Commission. Small wonder that he 
has accomplished his boyhood ambition of a happy married life and received the highest 
honors of his professions—we toast our gallant friend, Robertson Griswold, Vice Presi- 
dent of the Maryland Trust Company and past President of the Trust Division. 


*He once had an amusing letter on golf from the delightful Colonel Sims. Would any brother trust 
officer, who has accidentally annexed same, kindly return F.O.B.? 
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Statement of Condition, December 30, 1939 


RESOURCES 


Cash on Hand and in Banks $32,163,763.76 
U. S. Government Securities 30,360,970.75 
State, County and Municipal Securities _. 28,904,923.84 
Other Investment Securities 30,032,234.59 

23,025,501.92 
0 faa nnE eo 4,025,405.60 
Other Assets , 2,824,084.52 


$151,336,884.98 


LIABILITIES 


Capital Stock $6,700,000.00 
Surplus 12,000,000.00 
Undivided Profits __ 1,917,221.18 
Reserve for Contingencies 937,430.85 
Reserve for Interest, Taxes, etc. ________________- 559,881.49 
Other Liabilities 149,711.04 
Deposits 129,072,640.42 


$151,336,884.98 





United States Government obligations and other securities carried at 
$24,988,476.27 in the above statement are pledged to secure 
Government, State and Municipal deposits and for fiduciary purposes 
as required by law, and to secure Clearing House exchanges. 


MARSHALL S. MORGAN J. CALVIN WALLACE 


President Treasurer 
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Guaranty Trust Company 


of New York 


140 Broadway 
Fifth Ave. at 44th St. 
LONDON PARIS 


BRUSSELS LIVERPOOL 


Madison Ave. at 60th St. 
HAVRE 


ANTWERP 


Condensed Statement of Condition, December 31, 1939 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and Due from Banks and Bankers 

U. S. Government Obligations 

Public Securities 

Stock of the Federal Reserve Bank 

Other Securities and Obligations 

Loans and Bills Purchased 

Credits Granted on Acceptances 

Items in Transit with Foreign Branches 

Accrued Interest and Accounts Receivable 

Real Estate Bonds and Mortgages 


Bank Buildings 
Other Real Estate 


Total Resources 
LIABILITIES 


$2,074,898,693.39 
13,528,652.49 


Deposits 
Outstanding Checks 


Acceptances 
Less: Own Acceptances Held 
for Investment 


$21,716,899.57 


7,096,550.33 


Liability as Endorser on Acceptances 
and Foreign Bills 

Dividend Payable January 2, 1940 

Miscellaneous Accounts Payable, Accrued 
a a sdealbetnphisnbilinnieinene 


$ 90,000,000.00 
Surplus Fund 170,000,000.00 
Undivided Profits 14,701,954.35 


Total Capital Funds 
Total Liabilities 


$ 1,040,901,764.23 


729,600,979.13 
57,848,398.56 
7,800,000.00 
26,378,612.54 
500,360,310.08 
14,620,349.24 
147,948.35 
9,052,305.77 
1,803,142.33 
2,388,513,810.23 
11,754,741.69 
1,365,713.09 


$2,401,634,265.01 


$2,088,427,345.88 


14,620,349.24 


2,201,978.00 
2,700,000.00 


18,982,637.54 
2,126,932,310.66 


274,701,954.35 


$2,401,634,265.01 


Securities carried at $18,322,353.74 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


Member Federal Deposit Insurance Corporation 





Threats to Profits and State Controls 


Proposals for Extending Trust Service under State Regulation 


M. E. BRISTOW 


As past president of the National Association of State Bank Super- 
visors, while Commissioner of Banking of Virginia from 1923-1939, and 
as a member of the bar and a C. P. A., the author has had opportunity 
to note the trust department picture from both the supervisory and legal 
viewpoints. Following studies at the Graduate School of Banking, he now 
makes some observations which may well merit further discussion, com- 
menting realistically on earnings problems and over-expansion of trust 
charters. While further analysis indicates that the association with bank- 
ing was not entirely accidental, and crossing of state lines with branch 
offices may involve serious legal, jurisdictional and administrative prob- 
lems, the points raised are of growing concern in several respects.— 


Editor’s Note 


T is so generally contended that a 

lot of trust business in this country 
is done at little or no profit, that it is 
unnecessary to cite authorities. That 
is to say, that a great many trust insti- 
tutions or departments lack a sufficient 
volume to yield a satisfactory profit. Of 
course even if this premise is true, there 
are commendable exceptions, and I sus- 
pect that some of those classed as not 
producing a sufficient profit are actual- 
ly in as favorable a position as far as 
earnings and volume are concerned as 
some of those which are passed as doing 
well on “net” return. A large overhead 
and expensive equipment and some 
other adverse circumstances may ac- 
count for wide differences between 
profit and loss. Cases of this kind are 
not to be expected to be relieved by gen- 
eral remedies; their cure is an individ- 
ual matter. 

For the ill of small profits there is 
always the ready suggestion of raising 
the cost to the consumer. It is the 
crudest way of meeting the issue. It 
involves no need to study your own sit- 
uation, but just to make the other fellow 
pay. We have plenty of cases in the 
industrial and mercantile world where 
the product has been steadily improved 
upon and the cost to the consumer re- 
duced. Take the case of gasoline, and 
begin with the price and quality just 
before the advent of motor driven vehi- 


cles and make comparison with the 
present day. The exact difference in 
the price has been obscured by the 
taxes which have been added, but alto- 
gether, the change has been a wonder- 
ful tribute to American mechanical and 
chemical genius. 

Mass production and _ distribution 
such as by chain stores have reduced 
the cost of many articles to the public. 
Therefore this writer questions the 
need for increase of fees and commis- 
sions in many states. It is submitted 
that much of the lack of profits is due 
to the form and competition of organ- 
izations which are trying to do the bus- 
iness, and the consequent lack of ade- 
quate volume in the majority of trust 
departments. 


Keeping Up with the Parade 


EFORE suggested remedies, though 

controversial and_ revolutionary, 
are scoffed at, the test should be ap- 
plied as to their constructiveness, ef- 
ficiency, safety, benefit to the customers 
and profit to the operators. There are 
too many instances of new ideas being 
frowned upon at first and later warmly 
embraced. Their practicality will be 
attacked, even if their wisdom be con- 
ceded, were we starting afresh. There 
is no blinking the fact that that which 
is for the greatest mutua! good and the 
most efficient, eventually prevails. 
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Revolutions in the business world 
have been achieved in the past, will be 
in the future, and the trust business 
may as well analyze itself and see if its 
job is being done to the best of its abil- 
ity. Broadminded trust men every- 
where have been notably ready to give 
consideration to any plans which will 
be of lasting benefit to their business 
and which will enable them to serve 
their customers better. 

We feel sure that the general public 
would demand a change, if it believed 
that the heads of trust institutions, 
supervisory agencies, state or federal, 
etc., were withholding for purposes of 
prestige, power or convenience, needed 
reforms which would provide better ser- 
vice at lower relative costs. The ease 
with which such potentialities can be 
overlooked or concealed is a vain hope 
for permanent safety. 

Before enumerating the specific dif- 
ficulties in mind, the writer points out 
that he holds no brief for the large 
company, and is not biased in favor of 
the smaller ones. If it seems that the 
larger company can do the business 
better, the writer will unhesitatingly 
advocate that set-up. 


Supernumerary Expenses 


HERE may be other problems press- 

ing certain institutions more acute- 
ly than those here considered, such as 
want of uniformity of forms and re- 
cords, changing laws, procedure and 
regulations of state authorities, and 
many more. The author has done yeo- 
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man service in trying to bring about 
uniformity in bank supervision, and be- 
lieves that in uniformity of state laws, 
such as the Uniform Negotiable Instru- 
ments Act, and some others not yet so 
widely adopted, lies the way out of 
many of our troubles. We stand for 
uniformity wherever possible by state 
laws, rules and regulations in prefer- 
ence to the interposition of federal au- 
thority into fields no* intended. 

Aside from putting fees and commis- 
sions on a sound basis, the writer can 
think of no road to greater profits other 
than reducing expenses directly and 
relatively by the spread of them over a 
larger volume. The first step would be 
to reduce costs wherever possible, and 
it is believed that many institutions are 
paying higher salary charges than 
necessary. The salaries paid the judi- 
ciary should be a good guide as to what 
legal services can be obtained for. 
Other salaries ne¢d not vary greatly 
from that of the legal staff, for the lat- 
ter are specialists who have spent years 
in preparation for the profession. 

Nothing in this article is intended to 
justify a cutting and slashing of the 
salaries of over-worked trust men. The 
sugrested reduction in salaries is aim- 
ed at the stuffed shirts and padded 
chairs, and would apply to allocation 
of salaries and overhead of some bank 
executives and others as being out of 
proportion to the responsibilities of the 
trust executives. If some of these, af- 
ter death, could look back over their 
tombstones and see how easily and 
readily their places were filled, they 
would be inclined to draw drafts on 
their executors to return some of the 
excess salaries received. There is 
great need of a reshuffling of compen- 
sations. Too frequently the men who 
do the work miss getting the pay. 


Small Volume—Small Future 


OSSIBLY the most painless reduc- 
tion in costs is through increase in 
volume, and no trust institution or de- 
partment should be allowed to exist 
which lacks a sufficient volume of bus- 
iness, or where there is no prospect of 





it. It follows that supervisory author- 
ities should discourage all proposals 
for trust powers where there is little 
or no prospect of the business ever 
reaching a profitable point. Even, 
where possible, present institutions or 
departments with insufficient volume 
and no prospects of betterment should 
be eliminated. For it is well known 
that a trust question can arise in con- 
nection with a small estate in a small 
institution just as knotty in principle, 
and involving just as much danger of 
erroneous handling as in the largest in 
the country. It will pay from that 
standpoint to have the volume, for the 
opinions of the most eminent and ex- 
perienced trust men in the business 
can be bestowed on the smallest. items 
when handled by the larger institution. 

We risk no danger of disagreement 
when we say that the handling of small 
estates and extension of business to the 
smaller communities constitutes a real 
problem in the business. A true solu- 
tion is calculated to be welcome. The 
trouble is that certain communities ac- 
cording to present standards cannot and 


will not produce enough business to 
support a trust institution or depart- 
ment of any kind. This is more critical 
where there are several dividing the 
business. 


An Insurance Company Model 


HE writer believes that the trust 

business should be segregated and 
committed to the hands of institutions 
organized on the model of large insur- 
ance companies, possibly designed to 
cross state lines and like them, char- 
tered by the states.* The writer believes 
in unit banking, or at least branch 
offices on a very limited basis, but also 
that for the purpose of extending bus- 
iness to the small communities and the 
handling of small items, the insurance 
company model would be best. It is 
well known that insurance companies 
when properly authorized have branch 
offices in as many places as desired and 
agencies in still smaller ones. 


*Cf. Paul v. Virginia, 8 Wall, (U.S.) 168, as to 
whether this would constitute interstate com- 
merce. 


A Virginia institu- 
tion, established in 
1865, with thoroughly 
organized, up-to-date 
trust facilities. 


FIRST AND MERCHANTS 
National Bank of Richmond 


Member Federal Deposit Insurance Corporation 


The situs of a very large trust may 
be in a small community, in which 
there is not enough and will never be 
enough other trust business to justify 
a trust department. The insurance 
company model would meet that class 
of cases. The right to have branches 
would enable the assembly of a suffi- 
ciently large volume in single institutions 
to bring about the proper spread of 
overhead. 


We have been so accustomed to seeing 
the trust and banking businesses asso- 
ciated, that some of us think there is a 
natural affinity between them. The 
writer denies this. When the trust bus- 
iness was young, it was only logical 
that it should cling to some established 
business for support, and it was one 
of the accidents of fate that banking 
was the one most frequently selected. 
Insurance would have done just as well 
and was, in fact, the associate in some 
of the first companies chartered to do 
a trust business. 


Under State Jurisdiction 


HE segregation of trust from com- 
mercial banking is suggested be- 
cause of inherent worth, with its own 
president instead of a department head. 


This is the only way in which the 
business can be brought back wholly 
into the hands of the states where it 
originated and properly belongs. Trust 
matters are of exclusively state juris- 
diction. It is hard to see how Congress 
could ever have successfully invaded 
the powers of the states in this respect. 
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It is enough to create alarm when con- 
sidered. If Congress can by means of 
its fiat take hold of trusts, a subject as 
local as the kitchen sink, then it can 
take over such subjects as Marriage 
and Divorce, Police Powers, Land Titles 
etc. 

The writer knows that the authority 
of Congress was upheld in the Bay City 
Case,* by a unanimous decision of the 
Supreme Court, but cannot see how it 
was done, except by virtue of the bank 
affiliation. There is certainly no grant 
of such powers in the Constitution of 
the United States and the founders of 
the country had no such idea. If the 


expression “To coin money, regulate 
the value thereof and of foreign coin 
#*¥*” TJ, S. Const. Art. 1, Sec. VIII par. 
5, can support such a decision then the 


*First National Bank of Bay City v. Fellows, 
244 U. S. 416 (1917); see June 1917 Trust Com- 
panies, page 558. 
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Sermon on the Mount can be used in 
furtherance of Voo-dooism. In addition 
to being unwarranted by the Constitu- 
tion, it was unnecessary in practice. It 
has thrown unmerited responsibilities 
on the Federal Reserve authorities. 
That authority will ever have enough 
for one agency if it keeps the currency, 
credits and fiscal affairs of the country 
straight. 

If the above ideas have any virtue, 
they will have to be adopted by trust 
men themselves rather than wait for 
any change in legislation. No govern- 
mental agency is recalled to have given 
up any jurisdiction voluntarily. The 
federal authority in the premises has 
been extended and upheld, and that set- 
tles that question. However, there is 
nothing to stop individual trust com- 
panies from merging, nothing to pre- 


vent companies in both the banking 
(Continued on page 73) 
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An End to Progress? 


Man-Made Scarcity in a Fruitful World 


GUSTAV CASSEL 
Skandinaviska Banken, Stockholm, Sweden 


VER since the world economic 

crisis broke out ten years ago, 
people have given up the idea of con- 
tinuous progress as the normal course of 
economic development. They have thus 
lost the right standard for what should 
be considered as a healthy development 
and, in judging all the economic experi- 
menting that has been going on in the 
world, have contented themselves with 
far too small demands. According as 
hopes of continued progress have sunk, 
the quondam interest in a redistribution 
of what we already possess has been re- 
vived, and has manifested itself in ever 
sharper relief both in the social struggle 
and in the contest of nations for dom- 
inance of the world. 

Production during the time when com- 
merce was free has, on an average, ac- 
tually increased (over 3% each year). 
Carl Snyder’s index for the world’s phy- 
sical production shows for the period 
1865-1914 an average increase of 3.15 
per cent. per annum. In the United 
States, one could probably reckon with a 
normal rate of progress of 4 per cent 
per annum, which meant the doubling of 
production in the course of 18 years. 

From 1924 to 1929, world production, 
according to Snyder’s statistics, in- 
creased by somewhat over 20 per cent, or 
by 3.9 per cent per annum. This fact 
indicates that progress has an interior 
force which cannot be repressed even by 
such a catastrophe as a world war. Why 
then should the year 1929 be regarded 
as a turning-point, after which no fur- 
ther progress is to be expected? 


Senseless Self-Limitations 


HERE is, I presume, scarcely any 

one who would seriously contend that 

Excerpted from Skandinaviska Banken 
bulletin of October, 1939. 


the physical conditions for continued pro- 
gress are lacking. Generally speaking, 
raw materials exist in an abundance 
which the world, in its present strange 
condition, almost regards as a misfor- 
tune. The world economy has shown an 
astonishing capacity for adjusting itself 
to the requirements of progress. 


As the result of technical develop- 
ments, certain materials have acquired 
greater relative importance; but it has 
also proved possible to increase the out- 
put of those materials at a more rapid 
pace than that of average progress. 
Despite the fact that the requirements 
of different raw materials have varied 
greatly according to the course of devel- 
opment, it has always been found possi- 
ble to produce these materials in pre- 
cisely the proportion required. Does not 
this remarkable fact strongly support 
the view that it would be possible for a 
long time ahead to increase world pro- 
duction at the pace that was previously 
normal? 

Why then should we abandon the idea 
of continued progress and indulge in 
fruitless and devastating controversies 
regarding the distribution of the limited 
supplies that already exist? Progress 
has never been a machine. It has al- 
ways been dependent on whether hu- 
man forces working for increased pro- 
gress have been allowed sufficient 
scope. It is possible to narrow that 
scope in such a degree that progress 
is stopped. But then people must not 
declare that the stagnation was nec- 
essary, or that it was idle to believe in 
the possibility of continued progress. 


Economic Set-Back Unnecessary 


HE theory that the course of devel- 
opment up to the year 1929 had pro- 
ceeded at an abnormally rapid pace and 
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had entailed an inordinate accumula- 
tion of capital assets is completely de- 
void of foundation, as anybody can con- 
vince himself by comparing the period 
in question with previous booms in the 
United States. There is no necessity at 
all for such a set-back. In the United 
States there was a sufficiency of man 
power and most other factors of pro- 
duction. The raw materials which had 
to be imported could easily have been 
procured, seeing that the United States, 
as a rule, have had waat is commonly 
called a favourable balance of pay- 
ments, which might have been utilized 
for something far better than an enor- 
mous importation of gold. 


We are thus forced to the conclusion 
that the immense loss sustained by 
American economy after 1929 must have 
been due to errors in organization. Such 
errors it should be possible to remedy. 
But if we are to make a determined 
effort in this direction, we must above 
all things free ourselves from the view 
that after 1929 all idea of continued 
economic progress would have to be aban- 
doned. Our figures show that nothing 
of any real value is to be gained for the 
masses by a better distribution of the 
unduly reduced national income, but that, 
on the contrary, with continued pro- 
gression vast resources would be avail- 
able for raising the standard of life of 
the entire population. 


A rational social welfare policy has 
undoubtedly had a great mission to ful- 
fil, and much work still remains to be 
done in this field, but it lies chiefly in 
the direction of enhanced efficiency of 
labour, or rather in the spread of the 
high standard cf efficiency already reach- 
ed in some lines to all parts of the na- 
tional economy. A mere reshuffling of a 
national income which in itself is quite 
insufficient would evidently be an ineffec- 
tual remedy. Conceived in this sense, a 
“new deal” will be a most misleading 
programme. 


“This country would still belong to the 
Indians if our pioneer forefathers had sat 
around waiting for Congress to solve their 
problems.” 

—Arkansas Banker. 
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Federal Reserve Permits Interlocking 
Directorates in Bank and 
Trust Company 


The board of governors of the Federal 
Reserve System has amended Section 3 of 
its Regulation L, relating to interlocking 
bank directorates under the Clayton act, ef- 
fective immediately, so as to permit any 
director, officer or employee of a bank 
which does not exercise trust powers to 
serve a trust company which does not ac- 
cept deposits. The board explained that the 
term “deposits” shall not include funds re- 
ceived and held in a fiduciary capacity. The 
amendment consists in striking out para- 
graph (c) of Section 3 of Regulation 1 and 
substituting the following: 

“(c) Any director, officer, or employee 
of a member bank of the Federal Reserve 
system which does not exercise trust pow- 
ers may be at the same time a director, of- 
ficer or employee of not more than one 
trust company which does not receive or 
hold deposits, and any director, officer or 
employee of a trust company which is a 
member of the Federal Reserve system and 
which does not receive or hold deposits may 
be at the same time a director, officer or 
employee of not more than one bank, bank- 
ing association or savings bank which does 
not exercise trust powers.” 


en 


No Limit To Economic Progress 


Industry’s trouble today is due to the de- 
struction of the incentive to take risks, 
which is the mainspring of progress, says 
the First National Bank of Boston in its 
current New England Letter. “As a conse- 
quence, private capital, the lifeblood of com- 
merce, is stagnant while the Government 
is rapidly becoming the chief reservoir of 
credit and capital with the resultant regi- 
mentation of all lines of activity. We are 
trying to proceed under a system that com- 
bines the features of State socialism. and 
free enterprise. But such a mongrel sys- 
tem cannot work, for the components are 
mutually antagonistic. The net result is 
that as governmental activities are extend- 
ed business enterprise is forced to retreat. 


“As we stand on the threshold of a new 
decade it is encouraging to note that there 
is no apparent limit to our economic pro- 
gress except that set by production facili- 
ties, inventive genius and our ability and 
willingness to make necessary adjustments,” 
the bank concludes. 





BROOKLYN TRUST 


NEW YORK OFFICE: 
26 Broad Street 
New York, N.Y. 


MAIN OFFICE: 
177 Montague Street 
Brooklyn, N.Y. 


Summary of Statement at the Close of Business, 


December 30, 1939 
RESOURCES 


Cash on Hand and due from Federal 

Reserve Bank and Other Banks $41,025,846.54 
U. S. Government Securit‘es 43,733,759.88 
State and Municipal Bonds 4,518,682.92 
Other Securities . 7,718,077.95 


Call Loans and Bankers Acceptances 8,857,283.78 


Demand Loans Secured by Collateral 7,343,183.58 $113,196,834.65 


Time Loans Secured by Collateral 
Bills Purchased . 
Loans on Bonds and Mortgages . ; 


Bank Buildings . 

Other Real Estate . . 
Customers Liability on Acceptances 
Other Resources . abe ae 


LIABILITIES 


Capital 

Surplus . . 

Undivided Profits 

Reserves 

Deposits — 

Dividend payable January i, 1940 

Outstanding Acceptances 

Other Liabilities, Reserve for Taxes. 
Etc. ie eo ae wee 


3,157,767.18 
11,838,238.82 
2,155,964.54 
5,349,898.30 
741,129.86 
19,880.93 
776,463.34 


$137,236,177.62 


$ 8,200,000.00 
4,450,000.00 
1,393,687.04 
976,059.07 
121,630,610.05 
164,000.00 
19,880.93 


401,940.53 


$137,236,177.62 


As required by law, United States Government and State and Municipal bonds carried at 
$6,689,575.50 are pledged to secure public deposits and for other purposes. 


One of the Oldest Trust Companies in the United States 


MEMBER FEDERAL RESERVE SYSTEM AND FEDERAL D?POSIT INSURANCE CORPORATION 
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ATTENTION 
TRUST OFFICERS 


Do you see opportunities for profitable new business slipping away because 
of the limitations of your personal time and lack of trained assistants? 


We can conserve your time and help you get new business through the 
use of our 


“ESTATE MEMORANDA” 


They are Estate Analyses with figured Costs of Transfer and practical 
suggestions for cost reductions and for improvements in distributional 
plans. They are based upon a questionnaire which can be completed in 
fifteen minutes. They bring out all the customer’s needs for trusts. It is 
the easy way to sell trust service. 


We can do a better job than you can find time to do and at far less 
cost. The reason is because we are “grooved” for it, specialize in it and 
have long experience. 


Our business-building price is $50. 


For our qualifications see Page 605, December issue “Trusts and Estates.” 


Write for particulars. 


POWERS, RICE- WRAY & Co. 


EIGHT SOUTH MICHIGAN AVENUE 
CHICAGO, ILLINOIS 





What Is a Competent Trust Department? 


The Challenge of Non-urban Trusteeship and the Bases 
of its Qualification 


DANIEL S. FROLEN 
Trust Officer, National Bank of Middletown, N. Y. 


N A recent issue of “Trusts and 

Estates” appeared an exceedingly in- 
teresting and educational article* by 
William R. Spinney of the Anglo Cali- 
fornia National Bank of San Francisco. 
However, there is one statement in the 
article which I would like to question, 
that: “modern trust departments ade- 
quately equipped and staffed are beyond 
the competence of small banks.” 


That there must be differences of 
opinion as to the justification of that 
premise is indicated by the editorial foot- 
note, which reads: “The small trust de- 
partment in small communities has long 
been a favored topic of argument. Does 
it render a service inferior to the large 
trust institutions after all accounts are 
settled? Does it justify its existence or 
should it refer its trust business to its 
larger neighbor in the city?” The ap- 
parent desire of “Trusts and Estates” to 
create a discussion of the subject has 
prompted me to put down the experiences 
which we have had with our own trust 
department, in the hope that these may 
be of some interest to trust men in other 
small communities. 


Size of Town and Bank 
IDDLETOWN is a city of about 


23,000 inhabitants and is situated. 


in the center of Orange County, which 
is one of the leading farm sections of 
New York State. Our city probably is 
fairly representative of an average New 
York State community of similar size, 
numbering among its customers farmers, 
merchants and some industrial concerns. 


The total real estate valuation for 
Orange County is estimated at about 
two hundred million dollars. In 1933 a 


*“Merchandising Trust Service through Proven 
Methods”—March, 1939. 


survey disclosed that estates going 
through the Surrogate’s Court amounted 
to about $150,000,000 for the year 1932. 
Tuxedo Park is situated within Orange 
County and rich estates in that Park 
must be considered. Nearly all of these 
estates go through the New York banks. 


This bank was established about five . 
years ago and although it has no con- 
nection or relation whatsoever with the 
closed bank whose place it took in 1934, 
some of its trust accounts were trans- 
ferred to our trust department by con- 
sent of all parties at interest. As of 
June 30, 1939, the total assets of the 
bank aggregated about four and one-half 
million dollars; our trust department has 
had on its books over the past two years 
an average volume of business aggregat- 
ing, in terms of inventory values, about 
one million dollars. 


The personnel of our trust department, 
exclusive of the writer, consists of one 
trust assistant who is trained in the 
maintenance of all trust records, a sten- 
ographer and a bookkeeping machine 
operator. The trust assistant devotes 
100% of his time to trust work, the sten- 
ographer about 75% and the bookkeeping 
machine operator about 15%. Of my own 
time about 60% is devoted to the ad- 
ministration of trusts; the remaining 
time is spent in assisting our banking 
department with its investment portfolio 
and other tasks. 


Records and Forms 


HE records of our trust department 

are fashioned after those used by 
New York City institutions. These re- 
cords are: 


General Ledger 
Cash Ledger 
Asset Cards 
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MARYLAND 


TRUST COMPANY 
BALTIMORE 


Member 
Federal Reserve System 
Since 1917 


Vault Tickets ; 

Mortgage and Real Estate Ledger 

Tickler File 

Maturity File 

Tax File 

With respect to our trust investments 
we maintain other records, such as an 
investment digest file, a security ap- 
praisal record and an investment analy- 
sis file. Review of trust accounts and 
their assets is most effective if made at 
regular intervals. In addition there are 
records which may be considered admin- 
istrative: 

Legal File 

Correspondence File 

Digest File 

Master Account Record 

Daily Statement File 

New Business File 
From actual experience with New York 
banks I know that the foregoing records 
are found in major trust departments 
in New York City. The forms may vary 
as to size and design but the differences 
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are not of great significance. Naturally 
some of the larger New York institutions 
have expanded the scope of their invest- 
ment forms which has become necessary 
because of the very large trusts they 
often handle. In my considered opinion 
the forms we use here would serve any 
trust department having a volume of per- 
sonal trust business amounting to fifty 
million dollars and perhaps even more. 


Procedural Steps in Administration 


HE work involved in setting up the 

records and files described above did 
consume considerable time and effort. At 
first, when the volume of business was 
much smaller than it is now, we did not 
think it necessary to install some of the 
records as we felt we could do that as 
the business expanded and occasion de- 
manded additional systemization. No 
further records or systems have been in- 
stalled for the past year or more and we 
do not anticipate any noteworthy changes 
will be required. In other words, we 
feel that we have a foundation sound and 
strong enough to support a much larger 
volume of trust business without mak- 
ing any material changes. 

The largest percentage of our trust 
business is made up of testamentary 
trusts—which account for about 75%. 
The balance is represented by estates, 
guardianships, voluntary trusts, commit- 
teeships, custody accounts, etc. An out- 
line of the steps which we go through in 
the administration of a testamentary 
trust may give the reader some idea as 
to whether there are any essential steps 
lacking. (Some of the routine duties 
which are inherent in trust work, such 
as the payment of income and rendering 
of statements and the like are omitted) : 

Obtain copy of will and other legal 

papers 

Establish master record with analysis 

of will 

Record powers and duties and estab- 

lish all ticklers 

Check and take up assets and create 

necessary records 

Confer with counsel, life tenants and 

remaindermen 

Obtain statistical data on all assets 

and presert to Trust Committee 





Review investments and make recom- 
mendations for required changes 
Have appraisals made of all real prop- 
erties whether held as such or in the 
form of mortgages. Establish ne- 
cessary records and ticklers 

Check insurance requirements and 
coverage and protect trust and trus- 
tee from possible liabilities 

Review market values of all active se- 
curities at least weekly 

Present complete survey of each trust 
to Trust Committee every six 
months 

Report uninvested principal balances 
to Trust Committee each month 

Record minutes of all Trust Commit- 
tee meetings 

Prepare and mail tax information let- 
ters to beneficiaries 

Prepare and file Federal and New 
York State income tax returns 

File intermediate accountings 


Investment Review 
W E DIVIDE our trust accounts into 


six groups. Each group is review- 
ed twice each year, e.g. group one, Jan- 
uary and June, group two, February and 
October, etc. With respect to non-listed 
securities and those of close corporations 
we follow about the same methods as the 
New York banks, i.e. we obtain financial 
statements from the company for as 
many years as we consider essential and 
also as much information as can be ascer- 
tained from Moody’s, Standard Statistics 
or the other financial services we use. 


With regard to stocks of close corpo- 
rations we would consider the company’s 
worth, earnings and dividends and any 
other factors which tend to indicate the 
value of the stock. When we run into 
securities on which no information is 
available in current manuals we take the 
matter up with Robert D. Fisher and 
Company. Frankly, we have not had any 
stocks of close corporations as yet but if 
any were to crop up we believe we would 
not encounter any insurmountable diffi- 
culties in arriving at some basis of value. 

With conditions as they have been for 
the past several years and with the fu- 
ture as uncertain as it now appears to 


The 
Second 
National Bank 
of 


New Haven 


Established 1855 


Trust Department 
Organized 1919 


be, we have had the experience that when 
we ask banks or investment specialists 
for their opinions on business trends, 
market fluctuations and the like, we often 
get a bewildering variety of answers 
and from personal experience they often 
say that our opinion is just as good as 
theirs. I have followed for some years 
the work of the Savings Banks Trust 
Company and I believe it is a very val- 
uable organization and that its services 
to the savings banks are of high import- 
ance. 


We do communicate with our corres- 
pondent bank in New York on invest- 
ment policies and also on individual hold- 
ings. Our correspondent bank being a 
large one and one of the outstanding in 
the country, we feel we achieve about the 
same objective as is accomplished 
through the work of the Savings Banks 
Trust Company. However, we do not let 
our correspondent bank do the work. We 
review each investment ourselves as to 
the value of each holding on the basis 
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of the issuers’ business, past and pre- 
sent; we try to determine trends as far 
as possible and in our surveys we also 
give consideration to investment condi- 
tions generally and we particularly 
watch governmental policies and practi- 
ces insofar as they may affect economic 
conditions. 


Basic Duties Similar 


ASICALLY, the foregoing duties are 

identical with those performed by 
our largest New York City banks and 
trust companies. One advantage I think 
a large corporate fiduciary has over a 
small one is that on its trust committee 
it frequently has members who are out- 
standing industrialists, economists or 
financiers. The collective opinion of 
such men on any problem which may 
arise in the administration of large 
trusts and estates undoubtedly is far 


(RUST EST, 


TRUSTS and ESTATES—Jan. 1940 


more valuable than that which would 
be arrived at by a group of men whose 
experiences of necessity have been re- 
stricted to smaller and local business af- 
fairs. 

On the other hand, the smaller trust 
institution rarely is presented with an 
indigestibly large trust account and if 
we assume that the accounts it gets 
range from ten thousand to perhaps fifty 
thousand dollars their problems do not 
often assume such proportions that they 
cannot be solved by a conscientious trust 
committee composed of some of the lead- 
ing men in the community, competent 
counsel and a trust official who has had 
sound training in the administration of 
trusts and estates. 

It is our conviction that in order to 
do full justice to our trust accounts we 
must always strive to keep abreast of 
all matters which affect the management 
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Lowry S. Howard, President 


of a trust department. We subscribe to 
the principal financial, tax and trust ser- 
vices used by New York banks. We fol- 
low constantly the operation of com- 
panies whose securities are held in our 
trusts and it goes without saying that 
we subscribe to “Trusts and Estates” 
which I have always regarded as one 
of the finest professional publications I 
know of. 


Advantages of Local Contact 


ITH a number of the assets and 

practically all the beneficiaries of 
each trust account situated in or near 
the community in which we are operat- 
ing it does not seem practicable to have 
New York City banks administer our 
trusts or even participate in the manage- 
ment of our accounts just because they 
have larger and more specialized trust 
departments. The only respects in which 
we require outside assistance, as far as 
I can see, are in the consultation with 
investment specialists on the purchase 
or sale of securities or with tax experts 
in conjunction with scme unusual tax 
problems. When we feel in need of ad- 
vice on such questions we usually fall 
back on our -New York City correspon- 
dent. 


How can a New York City bank reas- 
onably be expected to understand the 
needs of individuals who reside in or 
near our community? How will the life 
tenant of a trust or a beneficiary of an 
estate react when you tell him that there 
are certain things he cannot have or 
cannot do until we get advice from a 
New York City institution? 


Moreover, is it not true that the trend 
is away from centralization; is it not a 
fact that more and more people want to 
own their own homes in rural parts of 
the country? If those questions are to 
be answered in the affirmative, as I think 


Catalogues Available 


Menlo Park, California 


they ought to be, then the people who 
live in smaller communities should not 
be deprived of the helpful and essential 
services which can be made available’ by 
a properly conducted trust department. 


Emphasis of Trained, Integrated Staff 


N SUMMING up the manner in which 

we attend to our trust business the 
following points appear worthy of special 
emphasis: The records must be up-to- 
date; not too elaborate but adequate. 
There should be no avoidable duplica- 
tion. The staff, however small, must be ~ 
trained to understand the records so that 
mistakes will be avoided and no time 
wasted. 


The Trust Officer, if not trained in a 
larger size bank or trust company, should 
undertake concentrated studies of invest- 
ments, taxation and trust administra- 
tion until his lack of broad actual ex- 
perience and basic principles is offset by 
the knowledge thus obtained. 


If a trust executive has not had a 
chance to acquaint himself with the phy- 
sical operations of his department it 
would be well for him to have an assis- 
tant who has been trained in a trust de- 
partment of some bank. In a case of 
that kind I would say it is highly essen- 
tial that counsel be retained who is well 
versed in Surrogate’s Court practice. 


The directors and officers must coop- 
erate with the trust department in the 
cultivation of new business. In a small 
community the need for a well paid soli- 
citor of high calibre is so slight as to 
be almost negligible, for the public and 
the bank officials soon become acquainted. 
The quality of the bank’s service—and 
this is especially true of its trust service 
—must be high. In a community like 
ours one dissatisfied customer is a serious 
matter because of our highly developed 
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grapevine system, which a larger city 
does not possess—except in small circles. 

Assuming that the foregoing require- 
ments are met, my conclusions, based on 
my own experiences in a large city and 
in a small community, are: 


1. There is a definite and permanent 
need for trust services in small 
communities located at some dis- 
tance from large cities. 

2. It is my conviction that the services 
rendered by our trust department 
are in no way inferior to those 
rendered by a larger city institu- 
tion. 

3. If at present trust departments 
generally do not show earniugs 
worth raving about, we must re- 
member two things: first, there is 
reason to believe that fee bases and 
rates eventually will be adjusted so 
as to leave a reasonable margin of 
profit for fiduciaries; and further, 
under normal conditions a substan- 
tial amount of the bank’s general 
business has its origin in the busi- 
ness of the trust department. 


Perhaps other trust men similarly sit- 
uated have had experiences differing 
from mine and if so I hope they will 
make them known. The subject is in- 
teresting and important to the public as 
well as to the banking profession. For 
my part I should welcome an open dis- 
cussion of this topic for the benefit of 
all concerned. 





Pension Plan 


New York, N. Y.—Stockholders of Gen- 
eral Mills, Inc. have authorized a pension 
and benefit plan for employees, effective 
January 1, 1940 and the company has placed 
$3,000,000 in trust with the Bankers Trust 
Company. 

Both the company and its employees will 
contribute to the fund and in addition to 
health and death benefits the plan will pro- 
vide a retirement pension to employees up- 
on their reaching 65 years of age, providing 
they have completed 5 years of service with 
the company. The amount of the pension 
will be gauged in accordance with length of 
employment and average salary during that 
period. 
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The Bailey Case 


a4 HE all important question of 

whether or not life insurance pro- 
ceeds in excess of $40,000, payable to 
named beneficiaries, under policies in 
which all the legal incidents of owner- 
ship have been renounced, are taxable as 
part of decedent’s gross estate, has been 
left treacherously dangling in mid-air” 
as a result of the Bailey case, declared 
Samuel J. Foosaner, of Newark, N. J., in 
an address January 12, 1940 before the 
New Jersey State Bar Association of 
whose Life Insurance Committee he is 
chairman. 

In the first decision in this well-known 
case, the United States Court of Claims 
had held that the proceeds of policies 
which had been irrevocably assigned by 
decedent to his wife were includable in 
his gross estate because it appeared, al- 
though none too clearly, that the insured 
had continued to pay the premiums until 
his death. On the basis of newly pre- 
sented evidence satisfying the Court that 
Mrs. Bailey paid the premiums, the 
Court modified its decision, being careful 
to point out that its former opinion stood 
as “authority that where the decedent 
continues to pay the premiums the pro- 
ceeds must be included in the gross 
estate.” 

Mr. Foosaner then pointed out the ap- 
parent inconsistency between Article 27 
of Estate Tax Regulation 80 and Sec- 
tion 302(g) of the applicable Revenue 
Act. The former exempts policies in 
which the decedent has no legal incidents 
of ownership, as in the Bailey case, while 
the latter includes “policies taken out 
by decedent upon his own life.” The 
most that can be gathered from the 
Bailey decision is that each case will 
have to turn on its individual facts but 
the proof will have to substantiate the 
contention that the assignee paid the 
premium “from his or her own funds.” 

Mr. Foosaner concluded with the ob- 
servation that many times tax problems 
and liabilities are the fault of the tax- 
payer himself either because he has fail- 
ed to seek counsel; or the counsel re- 
tained fails to grasp the problem or its 
solution. 








THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 
Statement of Condition, December 30, 1939 


RESOURCES 
CasH AND DUE FROM BANKs. ... . . . . .« $1,293,142,974.89 
BULLION ABROAD AND IN TRANSIT . ..... . 1,531,789.02 


U. S. GOVERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED . .. eee we «. ee 


STATE AND MUNICIPAL iisuenene oe ae eee Bele 115,818,216.32 
Stock oF FEDERAL RESERVE BANK. ..... . 6,016,200.00 
OTHER SECURITIES ... it 135,271,736.00 
Loans, DIscOUNTs AND aun’ Aocuptsniet ig 636,176,032.45 
ee ee ee ee ee ee 33,230,012.74 
ee Oe eee ee ee 8,203,128.99 
MEOMTGAGNS . « + st ee eo ae a oe 10,423,953.28 
CusToMERS’ ACCEPTANCE Sasenenee ae ae 17,688 ,487.54 
Cee a 6 ea te ee we Se ee ee 8,146,711.44 


$3,085,819,058.50 
— LIABILITIES 


Capitat Stock. ... . . . $100,270,000.00 

SURPLUS . 2 we wc st eo ew ele IZED 

UNDIVIDED PROFITS .... . 33,021,785.02 
$ 233,561,785.02 
DIVIDEND PAYABLE FEBRUARY 1, 1940. . ... . 5,180,000.00 
RESERVE FOR CONTINGENCIES. . . .. + «© « « 15,314,589.22 
RESERVE FOR TAXES, INTEREST, ETC. . . .... 1,850,485.58 
Deposits. .. ces 6 0 2 * ee ee 
ACCEPTANCES Qneiieme ay oe ie 19,884,330.28 


LIABILITY AS ENDORSER ON eeupeanioa AND Pema 
mae 4 ls 6. eee. ae le eee ee ee eee 1,570,723.08 


OTHER Louies 0 3 ee a ae eee 4,726,819.01 
$3 ,085.819,058.50 


United States Government and other securities carried at $104,897,563.40 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Banker, Politician & Co. 
AN UNWILLING PARTNERSHIP 
Head Offices: Washington (since 1932) 
Branches: Wall Street & Main Streets 
Established 1776 
Dealers in Finance, Commerce, Labor, 


Industry, Agriculture and Philosophy 


F the above “ad” were to appear in every paper and journal of the country 

it would startle people into a new high of the jitters. It might even startle 
them enough to arouse a united front by business against continuation of the 
ravages of ten years of economic rupture, and to a cooperation with each 
other and with the politicians, who are far more skillful interpreters—and 
molders—of public opinion. Why all the fear about changes? If there is one 
thing that history teaches us it is that history does not teach us. Fat and 
lean years have always been with us—but a Pharaoh taking Joseph’s heed 
was able to protect against drought. Only it left the people entirely “in hock” 
to the state. If we now have a plethora of starry-eyed, self-anointed saviours 
intent on dream-lining the world, is it not a fair question to ask: Where were 
the Business Josephs in the ’20s? 

As we stand at the brink of a new decade, there is a confused searching 
for revelations, mostly among the statistical charts and indices or “opinion 
digests” as to the coming quarter’s prospects. None of these is too helpful 
at a time when new worlds are being born—or destroyed—here as much as 
abroad. Youth is on the march today; even the Nine Old Men have lost out 
to the Roosevelt quintuplets. They are not satisfied with the old horses and 
more than skeptical of ideals of individual initiative whose application has 
left them without opportunity to use it and without a purpose they have 
faith in. 

Is it not time for self-examination and appraisal of the functions of money 
and credit, as they may be better suited to the public needs, not of a class but 
of a nation among nations? Can bankers much longer afford not to take active 
and concerted part in the political arena? Will they face the fact, so clearly 
pictured by James Grafton Rogers of Yale, in his straight from the shoulder 
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talk before the Bankers Forum last December, that, like it or not, their busi- 
ness is and in major respects must long continue to be controlled by fiscal 
policies of the Government? Or are they to duck responsibilities for the 
sound guidance of monetary matters by hiding their heads in the sands of 
internal procedural routine, with the alibi that the Politician partner will 
brook none of their cooperation and help? 


It was an amazing spectacle to visualize the historical parallels as Pro- 
fessor Rogers traced the swing in the internal balance of power from power 
finance to power politics, and to realize how much each group acts like petu- 
lant children when they can’t run the whole show. Some would shrug off the 
suggestion that bankers become the active partner of politicans in coopera- 
tive study and development of our financial machinery, by saying that Govern- 
ment officials listen politely and smile tolerantly but go right on with their 
“pedagogic preconceptions”. This attitude of passive resistance or inaction is 
simply economic hari-kari—for either side. Perhaps power, like heat, has 
curdled the milk of human kindness of some politicians, but the counter com- 
plaint—that many bankers are unwilling to play unless they can be the 
quarter backs—does not spell victory for the team. The public has made the 
election, as it always does in times of general distress. There has been too 
much sitting in both ivory towers. As long as that continues we will go on 
chasing economic butterflies and paying the heavy toll of experimentation out 
of our daily productivity. 


A Declaration of Interdependence 


URELY, the years since 1914 have proven one thing—there is no monopoly of 
intelligence—or of stupidity. Our real problems are not solved by people 
making Five-Year Plans, or 30 Day Loans. 


Banker, Politician & Co. is the greatest and most powerful firm doing 
business—or not doing it—in the U. S., and the “Co.” is all the rest of us. 
If the same partners fail to satisfy the customers they will both be 
out, so it won’t do Mr. Banker any good to stay away from the office, even 
if he has to slip in the back door until his partner is no longer afraid to ac- 
knowledge him publicly. 


And if anyone thinks Mr. Banker isn’t needed in the council chambers, 
he had better take a look at the balance sheet after eight years of running 
in the red (both financially and philosophically). On the whole, they’re both 
a pretty good lot, albeit a bit lacking in humility and historical background. 
A sympathetic interest and understanding of the other’s viewpoint would go 
far to remedy the first weakness, and a study of “The Rise and Decline of the 
Roman Empire’”—or any other story of the breakdown of a once great nation 
—would save them from the same embarrassing experience. Internal dis- 
sension is always the prelude to a partnership’s failure, and we can’t afford 
to let this one collapse because everything we own derives its value from 
its protection. 


So instead of living in the fool’s paradise of wishful thinking, and retir- 
ing into the temporary sanctuary of constitutional “rights”, let us have a 
reconciliation of these two spoiled little boys. And as someone aptly sug- 
gested, let the bankers begin, not by so-called Public Relations efforts to find 
out what the public thinks about them, but by finding out what they really 
know about the public. The important question, as we face the forties, is: 
Are we good enough sportsmen to draw up new articles of partnership, based 
on a Declaration of Inter-dependence? 





What are Bank Directors? 


S the responsibilities of bank directors have increased both in general 
A management and on trust and other committee work, their new importance 
seems to merit more consideration of the purposes, and the composition of 
the board, as well as the duties and liabilities of its members. Several recent 
decisions point to the possibility of a new line of requirements which may 
or not detract from the general attractiveness of the position, but seem certain 
to discourage the faint hearted who derived more honor for themselves than 
for the bank from their election. 

Restrictions on multiple holding of directorships in banks, under the 
Clayton Act, though modified for directors of strictly fiduciary institutions 
who may also hold.a similar post in non-trust banks (Reg. L of Federal Re- 
serve Board), have resulted in a very considerable number of changes this 
month, as the time limit for compliance (Feb. 1st) approaches. 

As to the composition of boards, there is such great variety in the degree 
to which businesses and professions are represented as to be inconclusive ex- 
cept of the fact that there is no apparent realization of any common objective. 
In some banks there is a large proportion of attorneys, but generally the major 
portion of the board is made up of representatives of various manufacturing 
and commercial corporations. The place of the director, from both a legal 
and managerial standpoint, has changed radically in the past few years. No 
longer are these posts the honorary sinecures which they so often were in 
the past. Responsibilities of supervision which never existed before have 
been imposed upon them by regulation and by courts, and their committees 
are active rather than passive in setting policy and making decisions. 


HE time, then, seems ripe for a serious study of the director’s function and 

scope. Since intimate acquaintance with the multiple services of present- 
day banks is the first need, it is especially pertinent to note two excellent 
plans, one the “Director’s Tour” as originated by the Lincoln-Alliance Bank 
& Trust Company of Rochester, and the other the “Junior Board of Directors” 
as developed by the Equitable Trust Company of Baltimore. From the com- 
mercial viewpoint alone, these have well repaid the time and expense in new 
business directly resulting, both in commercial and trust departments. 

Representation of the many varied lines of commerce, industry and other 
fields affiliated with banking and trust interests in the community, and of 
the talent and expert advice available, is not possible under the present set-up 
of boards. The idea has been suggested, and appears to have much merit, 
that just as committees have some rotating members, the policy might be 
encouraged of considering half or more of the directorships as annually ro- 
tating memberships. Advisory boards have been found useful for this reason, 
as well as for branch office management, and may offer greater opportunities 
in conjunction with directors’ committee work. Another gain suggested is 
that the bank is enabled to make closer associations and build good-will with 
a greater proportion of the leading citizens of its community, by avoiding 
“frozen” directorates, or viewing them as life tenures. 

One of the factors which deserves attention, and may bear closer scrutiny 
by those concerned with trust department profitability, liability and good-will, 
is the matter of representation on the board of directors, of the executive head 
of the trust department. A survey of the extent to which fiduciary activities 
and interests are now represented shows a surprising scarcity of such direc- 
tors, except as a corollary to some other duties which are combined in the 
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trust officer—as in cases where he is acting also as president or chairman, or 
in the more peculiar position (in smaller banks) of cashier and trust officer. 

Yet the law clearly states the proposition, and it is recognized in other 
practice, that the trust department is an institution within an institution. 
To be consistent, and further because few boards of directors contain men 
familiar with practical fiduciary matters, it would be well to inquire if an 
essential representation is not lacking where the trust interests—sometimes 
carrying greater responsibility and liability than the total banking assets— 
are absent from the board. In some instances a member of the bank counsel 
firm or the board is familiar with legal fiduciary problems, but as the adminis- 
trative head of “an institution within an institution”, the head trust officer 
is a logical candidate who could bring to and obtain from his fellow directors, 
a vast amount of better understanding and cooperation, to mutual benefit. 


The New Bank Presidents 


HE presidency of three large and nationally prominent banks of the country 

was turned over, this month, to men who have been heads ef their trust de- 
partments: Gwilym Price has been elected president of the big Peoples-Pittsburgh 
Trust Company, Bruce Baird to the leadership of the National Savings & Trust 
Company of Washington, D. C., and Percy Madeira became executive head of the 
Land Title Bank & Trust Company of Philadelphia. All were promoted from the 
position of vice-president and trust officer. 

The hearty congratulations of the trust fraternity will be accorded these 
excellent appointments which may well mark a trend toward greater recognition 
of men trained in the all-inclusive field of fiduciary affairs as bank presidential 
timber. This would seem especially logical in institutions, such as these, whose 
personal trust assets-responsibilities far exceed the total of banking resources. 
It is all too frequently the case that the executive heads have little knowledge of, 
or interest in, their fiduciary departments, and have been known to be both un- 
sympathetic and hostile to them. We have heard the remarks of several that 
they wished they could “throw the trust department out the window.” Such an 
attitude does not ever merit the dignity of a rebuttal. 

With the broad social viewpoints, the intimate knowledge of every major phase 
of commercial banking and investment policy, and variety of decisions which 
mark the daily work of the trust executive in his close contacts with family as 
well as political problems, it is probable that he can bring to the banking lead- 
ership the well-rounded experience so valuable in these times of social change. 
And without wishing to rattle the bones of old unpleasantnesses, we can think 
of one or two large institutions here or there whose place in public esteem would 
today be more secure if certain of their former pilots had possessed a bit more of 
that sense of public responsibility that is the product of fiduciary training. 


Bame Again Heads F. A. A. in 
New York 


Heads Bar Committee 
Frank G. Sayre, vice president of the 


Pennsylvania Company for Insurances on 
Lives and Granting Annuities, Philadelphia, 
has been named chairman of the committee 
on cooperation with the bar of the Pennsyl- 
vania Bankers Association, succeeding the 
late Earl A. Morton, of Pittsburgh, who had 
been chairman of the committee for many 
years. 


In spite of—or because of—the clever 


introductory nominations of Chairman 
Frank Burrows, the New York Financial 
Advertisers Association, at its recent meet- 
ing, set a precedent in re-electing as its 
president Joseph Bame of The Commercial 
National Bank and Trust Company. W. L. 
Parsons was chosen first vice president. 





United States Trust Company 
of New York 


45 Wall Street, New York 


Chartered 1853 


Condensed Statement December 31, 1939 


RESOURCES 


Cash in Banks 

Loans 

Bills Purchased 

United States Treasury Notes, 
due 1940 to 1944 

United States Treasury Bonds, 
due 1941 to 1945 

State and Municipal Bonds 

Other Bonds 

Stock in Federal Reserve Bank 

Bonds and Mortgages 

Real Estate 

Accrued Interest Receivable 


LIABILITIES 


I i Ee 


Deposits 
Interest Accrued on Deposits 


Reserved for Taxes, Expenses, Etc. _______ 


Unearned Discount 
Dividend Payable January 2, 1940 


$ 71,038,192.17 
22,508,283.57 
5,609,305.56 


11,000,000.00 


9,500,000.00 
3,830,000.00 
6,023,750.00 

840,000.00 
6,037,435.00 
1,950,000.00 

330,833.25 


$138,667,799.55 


$ 2,000,000.00 
26,000,000.00 
2,828,072.61 


$ 30,828,072.61 


105,843,115.26 
345,739.92 
1,141,220.80 
9,650.96 
500,000.00 


$138,667,799.55 


United States Government and other securities carried at $355,000 are pledged to 
secure public deposits and for other purposes required: by law. 


TRUSTEES 


WILLIAM M. KINGSLEY, Chairman of the Board 
JOHN J. PHELPS GEORGE de FOREST LORD 
ARTHUR CURTISS JAMES ROLAND L. REDMOND 
CORNELIUS N. BLISS 
VINCENT ASTOR 
JOHN SLOANE 


FRANK L. POLK 
WILLIAMSON PELL 


FRANCIS T. P. 
BENJAMIN STRONG 


FEDERAL DEPOSIT INSURANCE CORPORATION 





WaxAhacHie Letter 


Washington Letters being what they are, and Main Street having 
little or no representation in the financial press, we finally induced the 
chairman of the WaxAhacHie Hot Stove League to report on national 


issues from the viewpoint of the cracker-barrel committee. 


Members of 


other local chapters are urged tc send in the: jist of their most heated 


deliberations.—Ed. Note. 


HERE is something encouraging in a 
news item that popped up out of 
Georgia the other day, telling of the strug- 
gles, so far vain, by two groups of peo- 
ple in Blakely in that state to override de- 
cisions of former State Superintendent of 
Banks Gormley denying each of them in 
turn a charter for a new bank, on the 
prosaic ground that Blakely, having only 
2,500 population and one bank already, 
doesn’t need another. Perhaps he further 
suggested that any fear of monopoly could 
be overcome by a few miles ride to a bank 
in another town. 


Naturally that may not be the whole 
story. Doubtless the First State Bank of 
Blakely is a most estimable institution; 
yet there may be a few things here and 
there a prudent and yet alert credit em- 
porium might have done to advance the 
cause of business in Blakely and its adjacent 
territory which it has so far overlooked. 
The betting, however, is so far the other 
way — the number of cases wherein a new 
bank charter was unwisely granted so 
greatly exceeds those in which it was un- 
wisely refused — that we prefer to string 
along with Superintendent Gormley, and 
hope the Georgia courts will do likewise. 
It requires backbone to turn down charters, 
even where the facts point to useless dupli- 
cation, and where there is scarcely enough 
business available for a single well-staffed 
bank. 


HAT veteran and often pleasantly acid 
news commentator, Edwin C. Hill, 

has spun a parable concerning an invest- 
ment banker who, he soberly insists, has 
taken up betting on the horses in the seri- 
ous and sincere belief that, the percentages 
being what they are today, he may actually 
get a better run for his money at the 
tracks than by trying to pick winners on 
the “big board.” That was be‘ore the State 
of New York “muscled in” on the “house 
take” at local tracks via the new pari 
mutuel plan; by this time Mr. Hill’s friend 
may have turned, though despairingly, back 
to the bond market. Still, transfer taxes, 
license taxes, etc., being what they are, we 
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may yet see the racing form department a 
feature of trust company organization. Our 
own new and welcome contributor, Stephen 
Leacock, once indulged his wayward fancy 
in a hilarious burlesque of the Victorian 
novel which included a scene wherein the 
old family lawyer turned over his betting 
tickets to the heiress whose fortune he had 
unfortunately lost for her, and assured her 
she would find them all in order and the 
totals correct. Prophetic? 


PEAKING of encouragement for private 
initiative, there is quite a lot in a re- 
cent cartoon and editorial in the New York 
Daily News. The cartoon shows a gigantic 
policeman, his cap marked “S E C,” sitting 
in Wall Street, completely filling it; and 
the headline says “Blocking Traffic.” The 
editorial tells the story of the rejection by 
the Securities and Exchange Commission of 
the application by Consumers Power for 
a new bond issue of $10,000,000, and com- 
ments upon the decision that “Granted that 
utilities have deserved a lot of regulation, 
there is no justice in this action.” 

When the daily newspaper which has the 
largest circulation in the country, which 
prides itself on being the paper of the 
“Sweeneys,” and which has pretty con- 
sistently upheld the New Deal, takes such 
a stand, that’s news. 


O the Navy Department, the present 
state of the world means we must pre- 
pare by building a lot more warships. The 
War Department is convinced we need a 
bigger army. Welfare workers hasten to 
point out that a healthy, well-fed citizenry 
is the basis of national defense. Bankers 
know preparedness begins with putting the 
country’s finances in order. And the shoe- 
maker knows there’s nothing like leather. 
The funny thing is all of them are right 
—up to a point. 


OVERNMENT officials are reported to 

be worried because some banks are 
insisting on paying off their debts to the 
Treasury. Obviously subversive; if the 
idea should spread, what would happen to 
the New Deal? 





The Trust Year in Review 
Annual Reports to Bank Stockholders Reflect Gains 


EVIEW of forty-seven bank annual 

reports, received between January 
Ist and the date on which Trusts and 
Estates goes to press, offers a number of 
interesting and suggestive facts with re- 
gard to the development of the annual 
report as a genuine instrument of com- 
pany policy. One of the most striking 
developments in industry during recent 
years has been the increased effort by 
most manufacturing companies to keep 
their stockholders really informed of and 
interested in the company’s operations. 
There are some signs that a similar 
policy is beginning to commend itself to 
bank managements. 


Out of the forty-seven reports, twenty- 
eight may be characterized as serious 
efforts by the management to explain its 
policies and the bank’s situation to the 
stockholders, as against nineteen which 
are at best brief and perfunctory and 
convey a bare minimum of information. 
Among the points upon which bank man- 
agements felt moved to elucidate, loan 
policies come easily first; twenty-five of 
the twenty-eight presented more or less 
detailed reviews of this question—of 
which sixteen might fairly be classed as 


defenses against a possible accusation of 
over-conservatism resulting in relatively 
poor earnings, and nine as “pointing with 
pride” to an unusually successful loan 
record. Other points discussed include 
investment policies, on which thirteen 
had at least something to say; wage-and- 
hour problems, discussed by fourteen; 
and matters of general community in- 
terest, by eleven. 


Thirty-three out of the total’ made 
some report upon their trust activities, 
a few of which were notably informative. 


Trust Activities 


HE great majority of trust institu- 

tions in the United States exper- 
ienced a successful year in 1939 with re- 
spect both to volume of trust business 
and earnings. This is the conclusion that 
director, officer or employee of a bank 
received by Trusts and Estates indicate 
a decrease in trust assets or income. 


Three matters were the subject of 
quite general comment. First, the diffi- 
culties of investing at satisfactory yields 
have been aggravated, together with 
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other administrative problems. More 
encouraging is the mention in several 
reports of the new trust services which 
the respective institutions have devised 
or developed to increase their usefulness 
to the community, especially investment 
management, pension trusts and common 
funds. Likewise gratifying is the in- 
creased recognition of the value of the 
trust department to the bank, not only 
as providing a well-rounded service but 
also as contributing substantially to the 
institution’s earnings and contacts. 

Extracts from some of the reports 
follow: 


% 
Phoenix, Arizona 
' The number of trust customers has shown 
a fine increase. New trust business pro- 
duced by employees totalled $189,775 and 
by officers $8,171,156. Income from the 
trust department was $1.11 of each $100 of 
gross income. 
W. R. BIMSON—Valley National Bank. 


s 

Los Angeles, California 
The Trust Department during a large part 
of 1939 was engaged in the installation of 
a new system of accounting to enable us to 
achieve economies in operation and give 


better service to customers. An entirely 
new system of accounts has been set up, 
and new and modern bookkeeping machines 
have been installed. The mechanical work 
of this department is being handled with 
maximum speed and efficiency. 

Its earnings, as usual, gave a fair margin 
of profit. I, however, again wish to call to 
the attention of the stockholders of this 
bank the desirability of using your trust 
department. 

BEN R. MBYER—Union Bank & Trust Com- 
pany. 
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San Francisco, California 


Our Trust Department during 1939 con- 
tinued to bring to the people of California 
metropolitan fiduciary service on a state- 
wide basis. During the year, the Trust De- 
partment was privileged to distribute more 
than $20,000,000 in property and money to 
more than 3,200 beneficiaries named in wills 
and trusts executed or administered by your 
Bank. During the same period, approxi- 
mately 2,400 new customers named the Bank 
in some trust capacity, representing a total 
estimated asset value entrusted to our care 
amounting to more than $111,000,000. 

All told, the Trust Department of your 
Bank is privileged to serve more than 25,000 
persons throughout the State of California. 

Major sources of income [included]: Ser- 
vice Charges, Trust Fees, Recoveries, and 
Miscellaneous $9,370,027.27. 

L. M. GIANNINI—Bank of America N. T. & 

S. A. 

Bridgeport, Connecticut 


Our Trust Department has shown a steady 
increase in its volume of business and is 
constantly extending its services through- 
out an ever-widening area. 

HORACE B. MERWIN—The Bridgeport-City 

Trust Company. 

* 
Hartford, Connecticut 


A large increase has come during the 
year in the assets on our Trust Department 
so that at the close of this year we report 
trust accounts, totalling $142,658,251.67, or 
a gain of $18,013,929.76 in trust assets dur- 
ing the year. 

R. B. NEWELL—Hartford National Bank and 

Trust Company. 

e 
Washington, D. C. 


The earnings of the Trust Department 
were greater than in any year in the his- 
tory of the Company, and the property held 
in personal trust accounts has shown a sat- 
isfactory increase. (The Department ac- 
counted for over 15% of the Company’s 
gross income.) 

There has also been a very substantial 
improvement in business of the Corporate 
Trust Unit by reason of new appointments 
as Transfer Agent or Registrar of stock of 
various companies. 

The year 1939 showed a considerable net 
increase in the number of Wills filed with 
us in which this Company has been named 
Executor, Trustee, or both, and also in the 





number of new life insurance trusts, over 
the preceding year. 

The new trust accounts received during 
the year totaled 75, while 70 were termin- 
ated. 

In order to more effectively serve the 
public and at the same time keep down the 
ever growing cost of overhead in the oper- 
ations of the Trust Department, there is 
now being installed a nationally known ac- 
counting system. 

CORCORAN THOM—American Security and 

Trust Company. 

o 


The exceptionally large amount of securi- 
ties and funds entrusted to the Trust De- 
partment during the year for probable long- 
time management and administration is not 
only gratifying for the present but is an 
especially encouraging portent for contin- 
ning in the future. 

Another group of shorter duration, though 
usually for less extended periods, has been 
for the welfare of minor children, of middle 
aged and of invalid persons. Trusteeships 
for these purposes are so manifestly pro- 
tective and useful that they doubtless will 
be utilized still more extensively. Another 
class of so-called permanent cases which 
has been developing for some years is trus- 


teeships for corporate funds, notably re- 
serve and endowment funds of corporations 


and treasurerships. The activities of the 
Company will be directed increasingly to the 
encouragement of this class of cases. 

Developments of last year have appar- 
ently assured the use of the trusteeship by 
a group of unincorporated bodies of indivi- 
duals who are associated for their own col- 
lective and individual welfare. For illustra- 
tion, associations formed among groups of 
employees of the Government for protection 
against death without provision for the de- 
pendent family of the decedent; and against 
illness with its increased expenses and re- 
duced income, which unprovided for during 
health and employment, might engulf the 
worker and his dependents. To further 
facilitate and assure the accomplishment of 
the helpful purposes of associations of such 
groups, the corporate trustee has been 
adopted by them as a depositary for their 
reserve funds, assuring safety of deposited 
funds, conservative investment and a rea- 
sonable yield of income. There was a 
gratifying increase of this class of trustee- 
ship during the year 1939 and this additional 
type augurs well for the expanding services 
rendered by this Company to all classes of 
the public. 


45 


« « « Economic Independence 


for Women COMES THROUGH 
BUSINESS AND FINANCIAL TRAINING 


Business training is a life-long asset of the in- 
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An interesting feature last year of in- 
vestments for estates administered in the 
Trust Department, was the adoption much 
more generally than heretofore of the in- 
vestment of funds of the estates in partial 
payment notes in periods of semi-annual, 
quarterly and even monthly instalments. 
The plan appears to be sound. To the es-. 
tates it affords a return of income much 
more than is yielded by high grade bonds 
and also provides for a periodical reduction 
of the loan. Ordinarily the rates designated 
in notes are higher than the highest class of 
bonds afford an investor, and, therefore, by 
an intelligent proportion of both notes and 
bonds the safety of the principal of the fund 
is as well assured as seems practicable and 
withal the average rate of the higher yield- 
ing notes with the lower yielding bonds gives 
a moderate average of income to the in- 
vestor or to the beneficiary of the trustee- 
ship. *** Another benefit of partial pay- 
ment notes is that the indebtedness reduces 
gradually and perhaps more than offsets the 
deterioration of buildings on improved real 
estate. In consequence, there is little or 
no danger of depreciation or neighborhood 
changes greatly impairing the note invest- 
ment. 

The foundation on which rests the pros- 
perity of a trust department is the diversity 
of the classes of services rendered. In this 
respect the Trust Department was substan- 
tially strengthened last year for it is now 
rendering more different kinds of services 
than ever before. 


HARRY G. MEEM—wWashington Loan and 
Trust Company. 
a 


Palm Beach, Florida 


The Trust Department has also made a 
most impressive record. The increasing 
number of people who are becoming domi- 
ciled in Florida and the Palm. Beaches are 
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taking advantage of the fiduciary services 
and have added millions of dollars to the 
assets under this department’s supervision 
during the past year. As a result, the 
Trust Department has moved into new and 
enlarged quarters on the ground floor. 

WILEY R. REYNOLDS—First National Bank. 

® 
Atlanta, Georgia 


The earnings of our Trust Department 
have increased substantially over the pre- 
vious year and we take great satisfaction 
in the fact that more of our customers and 
shareholders are appointing us as Executor 
and Trustee, and availing themselves of the 
various services that the Trust Department 
affords. 


JOHN K. OTTLEY & JAMES D. ROBINSON— 
First National Bank of Atlanta. 


© 
Chicago, Illinois 


The officers of the Trust Division have 
been gratified with the interest shown by 
stockholders in the business and facilities 
of the Trust Division. They will appreciate 
even closer contact with stockholders. 


HOLMAN D. PETTIBONE—Chicago Title and 
Trust Company. 
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The earnings of the Trust Department 
showed some increase during the year. 
Business in the Corporate Trust and Trans- 
fer Divisions, from which a great part of 
the income of the Trust Department is 
normally derived, still continues at a low 
level, due to the fact that the amount of 
new bond financing, as distinguished from 
refunding, has been small compared with 
the years before 1929; and to the fact that, 
except for a brief period, inactivity in the 
stock market during the past year caused 
a small volume both of stock transfers and 
registrations. 

JOHN P. OLESON and EDWARD E. BROWN, 

The First National Bank. 

x 


Our Trust Department has continued to 
do its customary personal trust business, 
together with many added corporate trus- 
teeships. 


ALBERT W. HARRIS—Harris Trust & Savings 
Bank. 


* 
Indianapolis, Indiana 


The Trust Department had a reasonably 
satisfactory year but income was less than 
the preceding year. As a general practice, 
fees collected by a corporate trustee are not 
always fully commensurate with the duties 
and responsibilities assumed but on the 
whole the business is desirable. As the 
problems involved in acting in a fiduciary 
capacity continue to grow more complex, 
the importance to individuals and corpora- 
tions of having available the facilities of an 
experienced, well-equipped trust department 
becomes more obvious. I feel your bank is 
well qualified to administer trusts and that 
we can look forward to the continuing 
growth and increasing usefulness of the 
Trust Department. 

JAS. S. ROGAN—American National Bank. 
. 


New Orleans, Louisiana 


As a result of the enactment of the Louis- 
iana Trust Estates Act of 1938, which mod- 
ernized our laws governing the administra- 
tion of estates, the field of activity of our 
Trust Department has definitely been broad- 
ened, and as a consequence we have been 
able to obtain a number of important new 
appointments during the year. In addition 
to this, the general business of the depart- 
ment under the management of experienced 
officers and the guidance and supervision 
of the Trust Estates Committee (a special 
committee of directors) has shown very sat- 
isfactory progress. 





The operation of this department contin- 
ues on a profitable basis, and the following 
shows the distribution of the accounts now 
carried therein: 

51 Corporate Trusts 

79 Individual Trusts 3,637,647 

133 Custodian Accounts 13,116,152 

15 Special Corporate Trusts 3,438,373 

22 Escrow Accounts 1,238,941 

12 Depositaries 205,758 


R. S. HECHT & A. P. IMAHORNE, Hibernia 
National Bank. 


$51,806,040 


2 
Detroit, Michigan 


The business of our Trust Department 
has continued to show a steady growth and, 
while only nominal earnings have as yet 
been realized from its operations, we are 
satisfied that its sound development will not 
only provide a valuable service for our 
clients, but also a fair profit to the bank 
over the years to come. 


WALTER S. McLUCAS—National Bank of De- 
troit. 
* 


Newark, New Jersey 


Our trust department has had a profitable 
year with earnings somewhat in excess of 
1938: 


HORACE K. CORBIN—Fidelity Union Trust 
Company. 
ia 


Brooklyn, New York 


Earnings for the year 1939 were $1,008,- 
629, which compare with $570,730 for the 
year 1938. The increase was due largely 
to the fact that the Company received cer- 
tain non-recurring commissions in its Per- 
sonal Trust Department. 


GEORGE V. McLAUGHLIN—Brooklyn Trust 
Company. 
* 


New York, New York 


The earnings of our Trust Department 
during the year have run appreciably ahead 
of what they were a year ago and it is 
gratifying to know that more and more of 
our customers are appointing us as execu- 
tor and trustee and as transfer agent, regis- 
trar, depository in reorganizations, and es- 
crow agent. 

J. STEWART BAKER—Bank of the Manhattan 

Company. 

e 

The number of fiduciary accounts under 
the administration of this bank during 1939 
compares favorably with the previous year, 
although the dollar volume of new fiduciary 
appointments was not as large as in 1938. 
The number and volume of new accounts 


received in 1939 as custodian, coupon paying 
agent, stock transfer agent and registrar 
were greater than in 1938. The helpful co- 
operation extended by shareholders in di- 
recting business to the trust department 
and in utilizing its facilities themselves is 
appreciated. 

The trust department, which already is 
acting as trustee under employe pension and 
savings plans, has received an increasing 
number of inquiries from corporation offi- 
cials concerning the services which it is pre- 
pared to provide in connection with the oper- 
ation of such plans. 


WINTHROP W. ALDRICH—The Chase Nation- 
al Bank. 
e 


The Trust Company earnings amounted 
to $1,205,721.94, including bond profits, com- 
pared with $909,928.88 in 1938. The per- 
sonal trust business showed increased earn- 
ings for the year, but the income from cor- 
porate trusts and earnings on investments 
were lower. Substantial progress was made 
in reducing operating expenses. 

The total of new personal trust business 
was the largest received for several years 
and the number of wills deposited with the 
Company showed a further increase. 
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The problems involved in handling exe- 
cutorships, trusteeships, and other fiduciary 
services have become increasingly compli- 
cated and today a specialized knowledge of 
investments, taxes, and administration is es- 
sential. Ours is the oldest Trust Company 
in America. To these problems it brings 
117 years’ experience, and the services of 
a personnel which is solely devoted to the 
trust business. 


I particularly want to mention the fact 
that individuals, corporations, pension and 
endowment funds, and others may obtain 
our Trust Company’s management of their 
investments and property without under- 
taking the formality of establishing a trust. 
In our Custodian Management Service the 
Trust Company supervises investment port- 
folios and makes recommendations to pro- 
vide a portfolio for each account fitting the 
individual requirements. The Trust Com- 
pany maintains a large investment research 
staff to work with the officers handling 
these accounts. 


The Corporate Trust Department serves 
business as paying agent, registrar, trans- 
fer agent, corporate trustee and in other 
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agency capacities. It has splendid facilities, 
expert personnel, and long experience. 


JAMES H. PERKINS—City Bank Farmers Trust 
Company. 


* 

The Trust Department has experienced a 

substantial increase in its volume of Corpo- 

rate Trust and other Agency business and 

there has been a steady growth in the num- 

ber of appointments as Executor and Trus- 
tee. 


HERBERT P. HOWELL—Commercial National 
Bank and Trust Company. 
« 


The disposition of the net gain of $291,- 
442.71 was as follows: $110,000.00 was paid 
in dividends, $101,869.49 was added to Un- 
divided Profits and $79,573.22 was added to 
Reserves. 

These further additions to the capital 
funds of the Company, which accord, we be- 
lieve, with sound practice among institu- 
tions engaged primarily in fiduciary work, 
have been made possible in large part by a 
moderate dividend policy. 

PIERRE JAY—Fiduciary Trust Company. 
* 

Total assets of trusts, including custody 
accounts, have increased 60.2% while the 
number of accounts has increased 66.2% (in 
the 1930 decade). 

ARTHUR J. MORRIS—Fulton Trust Company. 


The income of the Trust Department has 
been maintained on a reasonably satisfac- 
tory basis notwithstanding the continuance 
of conditions affecting earning capacity ad- 
versely. Inactivity on the Stock Exchanges, 
particularly during the first nine months of 
the year, reduced income from stock trans- 
fer and registration accounts. There was 
little new financing through the medium of 
bond or stock issues other than corporate 
bond or debenture issues for the purpose of 
refunding or reorganization. However, new 
profitable business has been obtained from 
other sources. 

Our Personal Trust Division has shown 
growth during the year. Without sacri- 
ficing the technical aspects of management 
which protect the Bank, it has been concen- 
trating on rendering realistic and practical 
service, with a minimum of red tape, so 
that our donors and beneficiaries have come 
to realize that we have a genuine interest 
in their problems and welfare. This policy 
is establishing for us a reputation for fair 
and business-like dealings, which is sure to 
attract profitable business. 


HARVEY D. GIBSON—Manufacturers Trust 
Company. 





Banking and Trust Department income 
for 1939 slightly exceeded that for 1938. 
Trust and Transfer Department income col- 
lected was $301,365.40. 


GEORGE McANENY—Title Guarantee and Trust 
Company. 
eS 


Rochester, New York 


The total assets of the Trust Department 
increased $6,301,194.63 during the year to a 
total of $102,171,444.63. The assets of this 
department have increased $34,632,776.18 
during the past five years. I believe this 
increase reflects a growing appreciation on 
the part of our customers of the able and 
efficient administration of the business 
which is entrusted to the staff of this im- 
portant department of the Company. 

Trust Assets Dec. 30, 19389 Change in Year 

Stocks & Bonds $89,899,848 $7,109,442+ 

Mortgages _.. 2,302,018 311,041— 

Cash & Mise. 55,972,481 145,747— 
351,459 — 


Corporate Trusts 3,997,096 
a 


Portland, Oregon 


The Trust Department also enjoyed a 
prosperous season, both as regards increased 
volume and profits. 

PAUL S. DICK—United States National Bank. 
* 
Philadelphia, Pennsylvania 


The cost of rendering trust services has 
been rising during recent years, and this 
bank in maintaining the high standards es- 
sential in fiduciary relationships deemed it 
advisable during the past year to ask for an 
increase in rates on many unprofitable ac- 
counts. We have met with fine response 
and cooperation in this direction. 


PAUL THOMPSON—Corn Exchange National 
Bank & Trust Company. 


ry 
Philadelphia, Pennsylvania 


Your Company, together with all other 
corporate fiduciaries doing business in Phil- 
adelphia, is entitled to receive commissions 
related to the trust and agency accounts 
committed to its care which are commen- 
surate with the responsibility incurred, 
which will permit it not merely to cover the 
necessary expenses incident to the admin- 
istration thereof—such expenses having in- 
creased substantially during the past decade 
—but which will also enable your Company, 
through continued betterment of personnel 
and plant, to render a more effective service 
than has been possible in the past. In or- 
der to attain this objective your Officers 
are endeavoring, and will continue so to do, 
to increase commissions, through voluntary 
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adjustment, in those cases where the rates 
of commission now applicable, originally es- 
tablished many years ago, result in an oper- 
ating loss, while all new accounts offered 
are carefully examined with a view of as- 
certaining whether the Company can effec- 
tively perform the services asked of it upon 
a basis which is compensatory. 

With a view of broadening the scope of 
the services available to clients your Com- 
pany has established an Investments Super- 
visory Service providing for periodic an- 
alyses and written reports pertaining to the 
securities comprising the agency accounts 
subscribing thereto, and likewise furnishing 
continuous supervision over these accounts 
during the periods between formal reviews. 
Such reviews, and recommendations based 
thereon, are prepared in the light of in- 
formation compiled by the Statistical De- 
partment and after a careful examination 
of the security holdings by the Trust In- 
vestments Committee, which Committee is 
free, at any time, to seek the advice and 
counsel of the members of the Trust Invest- 
ments Committee of your Board of Man- 
agers. The policy applied in the rendition 
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of this service is analogous to that pursued 
in the case of trust accounts themselves, 
namely, the conservation of principal and 
the maintenance of a reasonable return of 
income therefrom. The number of clients 
who are making use of the Investments 
Supervisory Service justifies the belief that 
it is well conceived and of broad public in- 
terest. 

Furthermore, and effective as of Decem- 
ber 1, 1939, your Company, in conformity 
with the authority conferred by the Act of 
Assembly of June 24, 1939, and the pro- 
visions of Regulation F of the Board of Gov- 
ernors of the Federal Reserve System, as 
amended December 31, 1937, has established, 
for the sole use and benefit of its trust ac- 
counts, two Diversified Trust Funds—one 
embracing accounts restricted to legal in- 
vestments only and one designed to include 
accounts as to which full investment author- 
ity is conferred by the trust instruments 
themselves. Primarily designed for use in 
connection with the administration of trust 
accounts of modest size, it is believed that 
through the medium of these Diversified 
Trust Funds such accounts may attain a 
greater investment diversification, thereby 
minimizing the risk of principal deprecia- 
tion while, at the same time, increasing the 
measure of income return. 

JAMES E. GOWEN—Girard Trust Company. 
« 

The gross and net income of the Trust 
Department for the current year was less 
than for the previous year. This is due in 
part to a falling off in commissions on prin- 
cipal, and in part to the lower return on 
securities against which commissions are 
taken. These principal commissions are de- 
rived chiefly from executors’ accounts, and 
therefore necessarily vary considerably 
from year to year. 

The technical, requirements of trust ad- 
ministration today, including specialized ad- 
vice on investments, and preparing intricate 
tax returns and Court accounts, can be met 
properly by the skilled experts in different 
fields employed by a modern trust company. 
This is recognized by many individual ex- 
ecutors and trustees who have engaged the 
Company to act as their agent in discharg- 
ing these complicated duties. 

We have also developed our Investment 
and Statistical Department to the point 
where we are prepared to furnish detailed 
information on individual stocks and bonds 
and make periodical reviews of securities 
in our agency accounts, in addition to per- 
forming the usual duties of collecting and 
disbursing income. We are hopeful that 
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these additions to our facilities will be a 
valuable aid to our clients desiring the bene- 
fit of these services. 

Our shareholders can be of great assis- 
tance in increasing the volume of our trust 
business by recommending the advantages 
of our Trust Department to their friends. 


J. WILLISON SMITH—Land Title Bank and 
Trust Company. 


oS 
Richmond, Virginia 


The Trust Department has enjoyed an- 
other very good year both from the stand- 
point of current operations and from that 
of new business acquired. Disturbed eco- 
nomic conditions have caused many indivi- 
duals to avail themselves of the relief from 
worry afforded by our investment supervis- 
ory. services. Many others have come to 
realize the importance of making similar 
arrangements through their wills in which 
the services of the Bank are to be used for 
the benefit and protection of their families. 


JULIEN H. HILL—State-Planters Bank and 
Trust Company. 


The steady growth of our Trust Depart- 
ment continued during 1939. We have de- 
veloped one of the outstanding trust organ- 
izations in our section of the country. Our 
Stockholders and other friends will find this 
department of real service in many ways 
and are invited to discuss with the officers 
ways and means for mutual benefit. 


JOHN M. MILLER, JR. and H. HITER HAR- 
RIS—First and Merchants National Bank. 


. 
Roanoke, Virginia 


The activities of the Trust Department 
again show increases in the number of ac- 
counts opened. The total of the Trust De- 
partment assets at the end of the year is 
$8,451,786.45, which amount is less than at 
the end of 1938. This decrease was due 
chiefly to the fact that among the twenty- 
one accounts closed and the assets distri- 
buted was one large special commissioner 
account. During the year thirty-six wills 
have been reported or filed in which the bank 
is named in a fiduciary capacity. This is 
the largest number reported or filed during 
the past ten years. For the first time all 
of the officers of the bank have filed their 
wills, naming the bank in a fiduciary capa- 
city. 

C. FRANCIS COCKE—First National Exchange 

Bank. 





FIDUCIARY ABILITY 
PROVED THROUGH 50 YEARS 


Through more than fifty years The Northern Trust 
Company has rendered a complete trust service. This 
seasoned organization, situated in the heart of Chi- 
cago’s financial district, specializes in estate manage- 
ment, corporate trusts, probate, and other fiduciary 


matters. Your inquiries are welcome. 
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CENTRAL HANOVER BANK AND TRUST COMPANY 
NEW YORK 


Statement of Condition at Close of Business 
December 30, 1939 


ASSETS 

Cash and Due from Banks . . . . « « $627,536,800.46 
U. S. Government Securities . . . .« . « 333,761,611.86 
State and Municipal Securities . . . . . 255497,004.55 
Other Securities . . “Ske Va ae te 25,5449,494.27 
Stock in Federal Reserve Bank eee ae 2,430,000.00 
Loans and Bills Purchased . . . «. « « 165,748,814.87 
Real Estate Mortgages. . . . . «© «© .« 7,064,669.79 
+ Ss 2) se «ee 15,450,009.00 
CS Fe ee ee oe ee 1,716,862.40 
Se ae a eee ee 1,553,798.01 
Customers’ Liability Account of Acceptances. 5+599,022.67 

Total $1,211,808,087.88 


LIABILITIES 
Capital . 0 « « »« £3%,000,000.c0 
Surplus. . ee 60,000,000.00 
Undivided Profits : el 12,745,639.68  $93,745,639.68 


Reserve for Taxes, 
a ee ee ee ee 45241,578.34 


Dividend Payable 
a eee. 6 * + es 4 fe 1 ,050,000.00 


po ee ee ee a a 6,034,749.40 
ee on ee ee ee . « 1,106,736,120.46 
"Total $1,211,808,087.88 


There are pledged to secure public monies and to qualify for fiduciary powers 


U. S. Government Securities eh, ek Be ee er He $5,118,652.94 


Member Federal Deposit Insurance Corporation 





The Outlook for 1940 


COL. LEONARD P. AYRES 
Vice President and Economist, The Cleveland Trust Company 


HE relapse of business activity late 

in 1937 was not merely a return of 
depression. It was also our greatest 
economic disillusionment. It taught us 
that it was impossible to spend our way 
to lasting prosperity. Nevertheless we 
started on another program of pump- 
priming last year, and it has worked well 
enough to give us another wave of syn- 
thetic recovery. This upturn has now 
been supplemented by additional stimula- 
tion resulting from the outbreak of war, 
and now we are wondering whether it 
may not develop into an extended period 
of good times. 


There has recently become available a 
new series of statistical! evidence which 
probably gives us the answer to that 
question. It is a set of monthly figures 
reaching back for three-quarters of a 
century, and showing the changes in the 
flow of new corporate securities regis- 
tered on the New York Stock Exchange. 
These new figures show that during that 
long period there have always been in- 
creases in the flow of private capital 
into business enterprise preceding and 
accompanying each recovery period from 
depression up to prosperity, and there 
have always been decreases preceding 
and accompanying the decline of business 
activity from prosperity back down to 
depression. 


Apparently it is true that increases 
and decreases in the flows of outside 
money into business activity have always 
initiated and accompanied the expan- 
sions and contractions of our long series 
of business cycles, and the rule has held 
good whether the new funds were the 
high-powered money spent for capital 
goods, or the low-powered money of 
pump-priming. Moreover, the converse 
of the rule has held valid, for important 
increases in the flow of outside money 


From address to Cleveland Chamber of Com- 
merce, Dec. 1939. 


into business have always been followed 
and accompanied by business expansions, 
and important decreases in those inflows 
have always been followed and accom- 
panied by business contractions. 


Requisites to Durable Recovery 


We cannot tell in terms of measured 
time when we shall have our next dur- 
able recovery, but we do know a good 
deal about the developments that must 
take place before that can happen. We 
can have a durable recovery when the 
prospects for business profits become - 
bright enough to induce large numbers 
of corporations to raise new capital by 
selling issues of stocks and bonds, and 
when our tax laws are so changed as to 
make it attractive for investors to take 
the risks involved in purchasing the new 
securities. 


In recent years we have been consum- 
ing more capital than we have created. 
When we turn back from our present 
practices of capital consumption to our 
former policies of capital formation, we 
may confidently expect a durable recov- 
ery. In this age of unceasing scientific 
progress, new materials, new products, 
and new methods are being constantly 
developed. Each such advance makes 
obsolete some part of the $8,000 worth 
of accumulated capital on which each 
worker’s job depends. We can have dur- 
able recovery when we change relation- 
ships between Government and business 
so that investors will regard such ad- 
vances as furnishing opportunities to 
subscribe the high-powered capital-form- 
ing funds which create employment and 
banish depression. 


Prospects for 1940 


The writer ventures to make the fol- 
lowing comments based on his personal 
opinions concerning possible develop- 
ments next year, even though the war 
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LINCOLN-ALLIANCE 


BANK AND TRuST COMPANY 


Rochester, N. Y. 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 


and the coming political campaign make 
confident forecasting impossible. 

It seems probable that in 1940 the 
volume of industrial production, which 
was about 105 this year, will be about 
110, and that its average for the year 
will not vary from that level by 10%. 

Nationai income, which will be about 
69 billions in 1939, will probably be about 
71 billions in 1940, and not over 3% 
above or below that total. 

Contracts for new building will prob- 
ably be larger than those of any pre- 
vious recovery year, and the largest since 
1930, but not as large as those. 

It seems likely that merchandise im- 
ports will be lower than in 1939, and 
exports probably higher. 

Department store sales may be ex- 
pected to be higher than those of 1939, 
but lower than those of 1937. 

Railroad freight loadings will prob- 
ably be larger than those of 1939, but 
larger by less than 10%. 

Outputs of iron and steel in 1940 will 
probably not vary by more than 12% 
from those of 1939. 

Automobile production seems likely to 
be within 10% of that of this year. 


It seems quite improbable that com- 
modity price inflation will develop in this 
country in 1940. 


Likely to make new all-time high re- 
cords in 1940 are petroleum refining, out- 
put of electric power, tobacco products, 
and the production of airplanes. 


The totals of wage payments reached 
in 1937 their highest levels since the 


bottom of the depression, and in 1940 
they will probably be within 4% of those 
of 1937. 


In 1940 we shall make rapid progress 
in our economic education. We shall 
choose a President not only over our pol- 
itics, but also over our economics. Un- 
less we receive large war orders we shall 
know the result of our second great ex- 
periment in pump-priming. By a year 
from now we shall probably know fairly 
well whether in the future the flow of 
new funds that is required to keep our 
economy from stagnating is to come in 
the years ahead from Government subsi- 
dies or from private investments. 


During the 16 years from 1923-1939, 
Colonel Ayres has made 229 specific fore- 
casts, of which 194, or 85%, were cor- 
rect. During that period, he averaged 
14 specific forecasts per address with an 
average of 12 right out of the 14. In 
five of those years all his forecasts were 
correct. 


Among the outstanding forecasts he 
made was the one in December, 1938, 
when he predicted that the Federal Re- 
serve Bank’s index of industrial produc- 
tion would average 104 in 1939. It ap- 
pears that the average will be 104 or 105. 


In September, 1918, in response to a 
request of the Senate Committee on Mil- 
itary Affairs, the Colonel forecast that 
the war would end in the second week 
of November, 1918. “Armistice Day” 
was November 11 of that year.—Cleve- 
land Trust Magazine. 





Trusteeship in a Changing World 


FRANKLIN B. KIRKBRIDE 


WHERE IS THE LOYALTY LINE? 


HAVE been much interested by some 
i] recent discussions in regard to bank 
and trust company officers acting indiv- 
idually in fiduciary relationships. It is 
a moot question. I have been on both 
sides of the fence and have had to face 
concrete situations. 


It is usually easier to settle questions 
of right or wrong than problems of policy 
where a twilight zone may exist, which 
makes expediency loom large. 

Let us start with one extreme, then 
swing over to the other and, finally, ex- 
plore the twilight zone a bit, before try- 
ing to pull the strings together and get 
down to conclusions. 

The corporate practice of hiring in- 
ventors, giving them a comfortable liv- 
ing and the environment and tools (some- 
times costly) and requiring the indiv- 
iduals to sign ironclad contracts under 
which all ideas or inventions become the 
property of the employer leaves no free- 
dom of action and no debatable ground 
to discuss. Under such circumstances 
there can be no divided loyalties. The 
inventor gets a comfortable living, the 
equipment and the aid he requires. In 
exchange for a material utopia he lets 
the corporation gamble on getting a 
quid-pro-quo by assigning to it the re- 
sults, if any, of his imagination and 
efforts. 

The other extreme is the individual 
who practices a profession. To him the 
corporation comes, seeking him out, ask- 
ing that he perform a limited and defi- 
nite service, maybe a continuing relation- 
ship, retaining him, for example, as legal 
counsel, to prosecute or defend a lawsuit, 
to draw a will, to do anything required 
in the legal field. In the old days a 
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single lawyer or law firm handled all the 
legal business of a bank or trust com- 
pany. Now, for obvious reasons, the 
lawyer who brings the business or who 
has represented the testator is generally 
chosen. The lawyer may spend little or 
much time working for his trust com- 
pany client—the rest of his time is his 
own. In the same way those practicing 
other professions are called in for limited 
or continuing services. In every case thé 
work is paid for and the relationship is 
that of expert to client. 


The Twilight Zone 


INALLY, the twilight zone, when 

the individual is on the payroll, part 
or whole time contracted for. If the 
former, then it is obvious the individual 
must have. outside interests, probably 
outside sources of earnings. In such 
cases the only thing to look out for is 
conflicting loyalties. If the relationship 
is defined by written agreement or con- 
tract, a rule of conduct is provided in 
advance. 

Where the job is on a whole-time basis 
the twilight is more obscure and when 
there is no well-defined standard of 
ethics or code of conduct, either in a 
group association or in individual banks 
and trust companies, it may be hard or 
even impossible to lay down fixed rules. 


It is fortunate that many bank and 
trust company officers are public spirited 
individuals who take a leading part in 
civic affairs and so render a service of 
no little. value to their communities. 
Some companies encourage their officers 
to become “joiners,” in the belief that a 
broadening acquaintance and contacts 
will result in bringing in new business. 





Nationally, as well as through- 
out Delaware, the Equitable is 
recognized asa friendly, efficient, 
well-equipped trust company. 


Sota y.W:38 - 


TRUST COMPANY 
WILMINGTON, DELAWARE 


So far, outside activities are no bar to 
efficient and loyal service unless they are 
allowed to interfere with duty. Golf, 
politics, charities, travel may, of course, 
gradually become major interests instead 
of avocations. How about having out- 
side business interests, membership in 
Chambers of Commerce, banking associa- 
tions and the like? 

Is not the answer always the same, 
outside interests must never be permit- 
ted to interfere with duty? Using the 
facilities of the bank or trust company 
to take care of personal affairs is an- 
other matter and can very easily be over- 
done—to put it mildly. Serving on bond- 
holders’ protective committees, on reor- 
ganization committees, or as director or 
officer of businesses in which the com- 
pany or its clients or beneficiaries are 
interested is a matter for consultation 
with fellow officers, directors, counsel 
even. 

Trust company officers are in de- 
mand for service as directors on all 
sorts of boards and the gold pieces which 
rewarded such service have been known 
to run into sizeable figures. My hour 
for conference with the president of one 
of our largest banks used to be after 
banking hours, when the bars were down. 
Shirt sleeves were in order and the day’s 
“take” in the shape of ten and twenty 
dollar gold pieces would be piled on the 
desk and counted while we talked. The 
fees were earned and the bank profited. 
There was no divided loyalty here for 
the relationships were known, recognized 
‘and approved. 
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The Great Rule of Law 


HEN I was a trust company officer, 

I was responsible for making loans. 
One of our best depositors and borrow- 
ers came to me one day and told me he 
had put in my name a block of shares in 
the family holding company which owned 
the title to and collected the royalties on 
the patents which formed the backbone 
of his business. Dividends were paid at 
the rate of 10% per month and as I was 
to pay par for the stock, the certificates 
would be turned over to me at the end 
of ten months’ time. It took this good 
customer a long time to understand why 
I could not accept his generous offer. 


The bank and trust company officers 
and employees who are remembered in 
the wills of their clients are in a very 
different position—for them there is no 
possibility of being put in a position 
where loyalty may be strained. While 
the satisfaction that comes from efficient 
service should be its own reward, it is 
a joy to know that now and then a grate- 
ful client is moved to make a legacy to 
one who has done his duty well with no 
thought of personal gain. 

How about splitting fees, sharing prof- 
its, acting as individual executor or in 
any other fiduciary capacity while serv- 
ing as officer or on the staff of a finan- 
cial institution? Do not the words of 
the late Judge Cardozo give a hint as to 
the proper answers to such questions? 
He wrote, “But ‘the great rule of law’ 
which holds a trustee to the duty of con- 
stant and unqualified fidelity is not a 
thing of forms and phrases.” It has 
been well said that the fundamental 
duties of any fiduciary are loyalty to the 
trust and full disclosure to the benefi- 
ciary. So it behooves the officer to re- 
alize that he is the fiduciary and his com- 
pany the beneficiary. Testing each sit- 
uation by such a canon—after full dis- 
closure—should always help to make the 
answer clear. 


As of June 30, 1939 there were 15,082 
banks in the United States, according to the 


Federal Reserve Bulletin. Of these 5,203 
were national banks, 1,127 state member 
banks, 553 mutual savings banks and 8,199 
other non-member banks. 





Readers of Trusts and Estates 
are invited to express opinions, 
suggestions and inquiries on 
matters of interest, for pre- 
sentation and discussion in this 
department. 


Clarify Trust Terminology 


To the Editor: 


Once more may I speak a word in be- 
half of simpler trust terminology? 


Over the country trust institutions are 
establishing common trust funds in ac- 
cordance with Section 169 of the Rev- 
enue Act of 1938 and Section 17 of Reg- 
ulation F. The natural temptation is to 
call each of these common trust funds 
by some distinctive name so as to attract 
attention to it. There is a danger, I 
think, that these distinctive names may 
lead to further confusion. They may 
lead people to believe that they are in- 
vestment trusts under trust-institution 
administration for sale to the public 
rather than common trust funds for the 
exclusive use of trust accounts. 

In view of this possibility of confu- 
sion, would it not be preferable to have 
the name of the fund itself indicate that 
it is a common trust fund under the 
Revenue Act and Regulation? This may 
be accomplished either by calling it a 
common trust fund—as the First Na- 
tional Common Trust Fund—or by using 
a subtitle—as First National Fund (A 
Common Trust Fund). 


Gilbert T. Stephenson 


Director, Trust Research Department. 


Woman’s Influence on New Business 


Dear Sir: 

In my opinion trust advertising and 
publicity has for years consistently made 
the mistake of talking over the head of 
the average woman and directing the 
largest percentage of its copy to men, 
when as a matter of fact (although a 


great many men will not admit it) the 
wife’s influence is very strong in guid- 
ing the husband in making his Will for 
the distribution of his estate. And when 
it comes to selecting an Executor, I be- 
lieve her influence is even much strong- 
er. I believe most new business repre-, 
sentatives will agree with me that it is 
much harder to sell a wife than a hus- 
band. Afternoon bridge-table salesman- 
ship is a tough competitor to beat. 


E. F. Harrington 


Advertising Manager, Detroit Trust Company, 
Detroit, Mich. 


Community Property Advantages 


Dear Sir: 


I have read the very well written art- 
icle on community property by Ralph 
Smith in the December issue. As he 
pointed out, the law in California differs 
somewhat from that of Washington and 
other community property states. How- 
ever, the principal difference that exist- 
ed in the law was corrected by the 
amendment made in 1927. 


We have always had in this state the 
same tax advantage under the commun- 
ity property law that California has had 
as to that part of community property 
acquired since the amendment of 1927. 
Some of the disadvantages pointed out 
by the author are peculiar to the State 
of California alone inasmuch as they de- 
pend upon other laws of the state than 
community property laws. For example, 
the divorce settlement is no doubt based 
upon the laws pertaining to divorce. 
Also, the support of the wife’s indigent 
parents is probably based on the Cali- 
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fornia pauper laws. Also the reference 
made to the husband’s liability for debts 
of the wife incurred prior to her mar- 
riage is not true in the State of Wash- 
ington, unless the debts were incurred 
for the purchase of property or services 
for the benefit of the community. 


The writer also pointed out that the 
husband would lose control over the 
wife’s half of the community property 
if the spouses should move to a com- 
mon law state. I cannot see that this 
is any disadvantage for the reason that 
he would likewise have no control over 
the separate property of the wife as 
would be the case if they had resided 
in one common law state and moved to 
another. 


Having practiced law in Illinois, a com- 
mon law state, for some years before 
coming to Washington, I have had an 
opportunity to see both the so-called 
dower system and the community prop- 
erty system in their application and I 
am firmly convinced that the community 
property system, although it has some 
practical disadvantages, is much more 
fair and equitable as between husband 
and wife and has distinct tax advant- 
ages. I would dislike very much to see 
any change in that system. 


I want to take this opportunity to con- 
gratulate you on the very informative 
and useful material that you are pub- 
lishing in Trusts and Estates. 


Walter J. Brewer, 


Trust Officer, Seattle-First National Bank, Seattle, 
Wash. 


Fully Covered 
Dear Sir: 


Your article, “Legislation to Meet 
Trust Growth,” in the December Trusts 
and Estates, is excellent. It covered fully, 
in your customary manner, the high 
points of our meeting. 

J. E. Meyers 


Retiring chairman, Trust Section, Texas Bankers 
Assn., and trust officer, United States National 
Bank, Galveston. 


Nationalization of Banking 


In the light of experience in Canada and 
France and the possibilities in England, it 
is a matter of conjecture as to how long the 
United States could withstand a movement 
to “nationalize” banking, according to 
Frederick E. Lee, Professor of Economics, 
University of Illinois, speaking at the re- 
cent Conference on Banking, conducted by 
the University. Prof. Lee pointed to the 
nationalization of the Bank of Canada and 
the Bank of France, and to the statement 
by the noted writer, Harold Laski, that the 
first step to be taken by a Labor Party 
dominated by the Independent Labor Group, 
if returned to power in England, would be 
“the nationalization of the Bank of Eng- 
land and the joint stock banks.” 

Whether or not nationalization of bank- 
ing comes about in the United States de- 
pends, said Prof. Lee, upon whether the 
apathy of the public to what is happening 
to banking is overcome. According to 5,050 
newspaper and farm journal editors, 39% 
of the population favored government con- 
trol of the banks and 8% were doubtful. 
Something constructive must be done to 
make this 47% appreciate the real signifi- 
eance of the bank’s services in a world of 
change, Prof. Lee concluded. 





Forces Which Govern Interest Rates 
Supply and Demand Relations of Bank and Public Funds 


STEPHEN M. FOSTER 
Economist, City Bank Farmers Trust Company, New York 


WO factors seem to me to have fund- 

amental bearing on this subject: the 
relationship of supply to demand in the 
case of funds owned by commercial 
banks; the relationship of supply to de- 
mand in the case of funds owned by the 
public. That these two huge reservoirs 
of funds are very different and there- 
fore need different treatment is best seen 
by the fact that the chief item of the 
supply of the public’s funds, deposits in 
commercial banks, is the chief liability 
of commercial banks, and is the chief 
element in the demand for funds by com- 
mercial banks. 

We are all pretty familiar with the 
supply-demand relationship of funds in 
the hands of banks. Very few of us, 
however, appreciate even the presence 
of a supply-demand relationship in the 
case of the public’s funds and hardly any 
of us have undertaken to measure it. 

In the case of any one commercial 
bank, cash is equal to currency plus due 
from other banks, plus reserve balances. 
But if we are considering the whole com- 
mercial banking system, then the cur- 
rency item becomes merely a narrowly 
fluctuating item of till money; items due 
from other banks balance themselves 
against items due to all other banks and 
really do not exist as an asset to the 
whole commercial banking system. We 
have left, then, reserve balances as a 
measure of the supply of funds of com- 
mercial banks as a whole. 


Weekly Index Figures 


However, a part of reserve balances 
has been created by re-discounts, and to 
this extent, as a cash item, are offset by 
quick liabilities and are themselves there- 
fore indicative of strain somewhere with- 
in the system. If we deduct rediscounts 

Abstract of a paper presented before the Amer- 


ican Statistical Association in Philadelphia, 
December 29, 1939. 


from reserve balances we arrive at what 
seems a fair meaurse of the basic supply 
of commercial banks’ cash. The basic 
demand factor to apply against this 
would seem to be the reserve balances 
which the commercial banks are by law 
required to have on hand. Here we have, 
then, each week, figures from which we 
can compute the basic supply as well as 
the basic demand for funds in the hands 
of banks; and by subtracting demand 
from supply we get the supply-demand 
relationship as follows: ; 


(As of Dec. 13, 1939) 
Net Cash Reserves (Supply) 
Reserve Requirements (Demand) 6,438 


(Millions) 


.-.-+ 4,842 


A radical change has been undergone 
by these three factors during the last ten 
years. The supply-demand relationship 
has gone from minus one billion dollars 
to plus five billion dollars. Few people 
seem to realize the magnitude and im- 
portance of this change; yet it is so 
great that there is small wonder that 
interest rates in the interim have gone 
from a high level in 1929 to an exceed- 
ingly low level at the present time. 


Supply-Demand Relationship 


‘Figuring the Public Funds 


The public’s supply of cash is probably 
best indicated by the volume of commer- 
cial bank deposits. However, just as re- 
serve balances are, to a slight extent at 
the present time, created by rediscounts, 
so commercial deposits are, to a consid- 
erable extent, created by bank loans. 
Hence in evaluating the public’s basic 
supply of funds, we can probably deduct 
total loans of commercial banks from 
total deposits of commercial banks (other 
than government deposits and inter-bank 
deposits). The June 30, 1939 figures of 
all insured banks of the F.D.I.C. offer 
the following: 
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Billions 
Total deposits (demand deposits 
adjusted plus time deposits)... $42.0 
Less Loans 


—_——_—_ 


$26.0 


The next question is what can we use 
to indicate the public’s demand for 
funds? Unfortunately, the public has no 
definite cash requirgment. But since 
national income tends to parallel the 
movement of bank debits, we might say 
that the country’s requirement for com- 
mercial bank balances is some function 
of the turn-over of deposits as indicated 
by either weekly or monthly debits. The 
question is, what function of bank debits 
should we use? 

You will remember that when Mr. 
Roosevelt fixed thirty-five dollars as the 
value of an ounce of gold he was asked 
why. He is reported to have replied that 
he considered thirty-five dollars to be a 
nice round figure. Well, I have been us- 
ing the figure of forty as a percent of 
monthly bank debits to express the pub- 
lic’s demand for deposit balances. 


Net cash deposits (Supply) 


Rate-Change Portents 


I cannot very well justify this figure 
except to say that in 1927 when interest 
rates were neither very high nor very 
low demand deposits of all commercial 
banks did in fact equal approximately 
40 percent of the average monthly debits 


during that year. As a matter of fact it 
makes very little difference in studying 
the movement of the demand factor rela- 
tive to the movement of the supply fac- 


Surplus and Undivided Profits . 


We Solicit Your Baltimore Account 
FRED G. BOYCE, Jr., Vice President 


$3,900,000 


A. H. S. POST, President 


tor. And it is this in which we are prim- 
arily interested. 

In any case, just as in the case of 
banks, the perfectly colossal movement 
of these factors in the direction of in- 
creasing the supply more rapidly than 
the demand would seem to be a consider- 
able justification for the low level at 
which interest rates have arrived. 

There appears to be nothing in the 
current measurement of the factors dis- 
cussed to indicate that the trend of 
money conditions has, as yet, changed in 
the direction of fundamentally higher in- 
terest rates. Yet there is a possibility 
that a turning movement may be in sight 
and that a close observance of both these 
important factors is especially warranted 
at the present time. 


Bond Portfolio Conferences 


As a result of the interest shown last 
year, the Bond Portfolio Committee of the 
New York State Bankers Association has 
evolved a program for 1940 which will, be- 
cause of smaller units, facilitate freer dis- 
cussions of investment problems, and make 
meeting places more accessible. 

To accomplish this the Committee has 
designed a series of five conferences, to ex- 
tend over the weeks from February 5 to 
March 4, 1940 which will be held simultan- 
eously in ten cities selected with a view to 
placing at least one meeting within con- 
venient driving range of every bank in the 
State. The committee feels it is desirable, 
in so far as possible, to have attendance 
limited to directors, senior officers and other 
personnel who are primarily interested in 
the investments. 





Fifty Years of Trust Service 


QUITABLE Trust Company, of 

Wilmington, Delaware, which is 
now celebrating its Fiftieth Anniver- 
sary, opened its doors in 1889 on the 
very corner of Ninth and Market Streets 
now occupied by its eight-story building. 
The company was originally chartered, 
by special act of the Delaware Legisla- 
ture, as “The Equitable Guarantee and 
Trust Company,” the name being 
changed to “Equitable Trust Company” 
in 1917. 

At the organization meeting in May 
1889 the directors elected temporary of- 
ficers who held office only a few weeks. 
On May 31, 1889, before the company 
opened for business, the directors chose 
as president William Bush, an outstand- 
ing citizen and manufacturer. He served 
until 1891 when he was succeeded by 
Preston Lea, who later became Governor 
of the State. 

John T. Pennypacker was elected the 
company’s first Trust Officer in 1890. In 
1903 Otho Nowland, who had been Sec- 
retary and Treasurer since 1889, was 
elected President, a position he held until 
May 1927, when he was elected to his 
present office as Chairman of the Board 
of Directors. Thus, he has been an offi- 
cer of the company for more than fifty 
years. 

The Equitable’s first trust account was 
opened in July 1889. The same year the 
company was fortunate in obtaining an 
estate inventoried at over $380,000, the 
administration of which enabled the in- 
fant trust department to get off to a 
good start. 


Trusts for Civic and Charitable 
A Purposes 


INCE its early days the company has 

sought to serve the charitable and 
philanthropic organizations of Wilming- 
ton. Agency accounts for both the Home 
for Aged Women and the Delaware Hos- 
pital were opened in 1896 and are still 
in operation. They are not the oldest 
trust accounts still in operation, how- 
ever, since the Equitable still is serving 
as trustee under a will probated in 1890. 


One of the most interesting of Equit- 
able’s trusts for philanthropic purposes 
is a scholarship trust provided for under 
the will of Dr. Joseph P. Pyle, who died 
in 1917. Because the will first provided 
for income payments to certain indivi- 
dual beneficiaries, the scholarships did 
not go into operation until 1933. Since 
that date, however, seven young men of 
Wilmington have been provided college 
educations through Dr. Pyle’s generosity, 
one being selected annually by a com- 
mittee consisting of the Principal of the 
Wilmington High School, the Chief Jus- 
tice of the State of Delaware, and the 
President of Equitable Trust Company. 
Likewise of public interest was the estab- 
lishment by the Equitable Trust Com-— 
pany in 1920 of the Delaware Founda- 
tion, a community trust for charitable 
and welfare purposes for the benefit of 
Delawareans. 


Upon the retirement of Mr. Penny- 
packer in 1918, Francis A. Cooch, who 
had entered the employment of Equit- 
able Trust Company in 1896 and had 
served as Assistant Trust Officer since 
1911, became the company’s second Trust 
Officer. Mr. Cooch was elected also to a 
vice presidency in 1931 and continued 
as Vice President and Trust Officer until 
December 1, 1938, when, after nearly 43 
years of continuous service, he retired 
from active business. 


The company’s third Trust Officer, now 
in office, is Rodman Ward, who joined 
the company July 13, 1928, being elected 
Trust Officer in 1987. In 1927 Francis 
V. duPont succeeded Mr. Nowland as 
President. Two years later Gilbert T. 
Stephenson was elected Vice President 
and placed in charge of the Trust De- 
partment. 


A Pioneer in Common Trust Funds 


N INTERESTING development of 
this period was the establishment on 
July 1, 1930, of the commingled trust 
fund known as Equitable Fund A, fol- 
lowed in October of the same year by 
Equitable Fund B. With these funds 
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Equitable became one of the pioneers in 
the development of this useful trust in- 
vestment medium which has been of so 
much benefit to the beneficiaries of small 
trusts. 

Upon the appearance of the new reg- 
ulations of the Board of Governors of 
the Federal Reserve System, which be- 
came effective December 31, 1937, Equit- 
able Fund C, which had been established 
in 1934 as a commingled trust fund, was 
converted, by a minor amendment to its 
declaration of trust, into what is be- 
lieved to be the first common trust fund 
in the country operated in accordance 
with those regulations. 


In 1931 Mr. duPont was succeeded in 
the presidency by the company’s pre- 
sent President, C. Douglass Buck, who 
was then serving the first of his two 
terms as Governor of the State. In 1936 
Mr. Stephenson resigned as Vice Presi- 
dent to become Director of Trust Re- 
search of the American Bankers Asso- 
ciation, and was succeeded by James W. 
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Allison as Vice President in charge of 
the Trust Department. Both Mr. duPont 
and Mr. Stephenson continue their con- 
nections with the company as members 
of the Board of Directors. 


A Steady Growth—Departmentalization 


S THE problems involved in trust 

business continued to grow more 
complex and as the trust department 
continued to grow in size, it became ne- 
cessary at the Equitable, as it has else- 
where, to evolve divisions within the 
Trust Department. There are now four 
such divisions, an administrative divi- 
sion headed by the Trust Officer, Rod- 
man Ward; an investment and statistical 
division headed by George A. Elliott, Jr., 
Assistant Vice President; a real estate, 
mortgage and insurance division, headed 
by Matthew F. Judge, Assistant Vice 
President; and an operating division 
headed by William H. Soule, Assistant 
Trust Officer. 


The company started with capital of 
$500,000. At the end of its fiftieth year, 
its capital funds amounted to $4,240,- 
417.46, made up of $1,500,000 capital, 
$2,500,000 surplus, and $240,417.46 un- 
divided profits, with Banking Depart- 
ment resources of $23,636,415.97 and 
with the book value of the assets held in 
the Trust Department totaling several 
times that amount. 


Thus organized and equipped, the 
Equitable Trust Company starts its 
second half-century well and favorably 
known throughout an exceptionally wide 
area, in that it is today serving trust 
customers and trust beneficiaries who 
live in 33 other States and in 16 foreign 
countries, in addition to its many trust 
customers and beneficiaries (some _ of 
whom represent the third generation in 
the same family) living in Delaware. 


Bell Becomes Under-Secretary of 
Treasury 


Daniel W. Bell, who started in the gov- 
ernment service as a clerk 28 years ago, 
was sworn in as Under-Secretary of the 
Treasury on January 17, 1940. He succeeds 
John W. Hanes, recently resigned. 





Boston Life Insurance and Trust Council Meets 


to Earn its Fees” was the topic 
of discussion at the regular meeting of 
the Boston Life Insurance and Trust 
Council, held on the evening of January 
16, 1940. There were 61 members and 
guests of the Council to hear the two 
speakers: Thomas G. Brown, trust officer 
of the New England Trust Company of 
Boston and Edward M. Hallett, assistant 
vice-president of the State Street Trust 
Company of Boston. 


This meeting was the second of a ser- 
ies of two, at which each side of the 
Council had its chance to present its 
problems, as well as questions. The pre- 
vious meeting had been turned over to 
the Insurance men so that they could 
present “Applying Insurance to Life Sit- 
uations.” 


Mr. Brown, discussing an actual case 
from his files, described the individual 
who had come to the bank for counsel. 
Then he proceeded with the case in which 
the bank could earn its fee on the present 
business of the estate. He added that 
there were two types of duties which a 
trust department must carry out in order 
to treat the customer in the right man- 
ner, the first being the “extracurricular 
duties,” and the second the: “ordinary du- 
ties.” Under the first form of duties, 
the various items included the delivery 
of cash each month to the customer, the 
payment of bills, recommending of a doc- 
tor’s services, the reading of a quarterly 
statement, caring for the last illness and 
finally arranging for the funeral and at- 
tending the service. From these duties 
there was no compensation other than 
the valuable good-will of the customer. 


Mr. Brown then turned to the “ordin- 
ary duties” which the bank had to carry 
out, and from which the bank actually 
received its fee. These consisted of a 
complete re-organization of the account 
so that the investments were properly 
diversified and reasonable income was as- 
sured. In closing the subject, Mr. Brown 
pointed out that the property is still in 


66 \ N 7 HAT a Trust Department Does 


the Bank’s care, having passed into the 
third generation. 


Future Fees 


TRUST department has two means 

of earning its fee, Mr. Hallett 
stated; first under a present or living 
trust, where the bank could collect its 
fee upon the work done in the present; 
secondly, under future business where 
the trust department had to wait until 
the death of their client to collect the 
major fee due them. 

Since Mr. Brown had already covered 
a case where the bank could collect on 
its present transactions, Mr. Hallett took 
an actual case where they could not col- 
lect until a future time. First he de-. 
scribed his customer and how the man 
was situated in life with a family and 
a business that he would not sell for a 
million dollars. Then the speaker show- 
ed how the bank had come in contact with 
the customer by way of the customer in- 
quiring of the bank for service. Even- 
tually, the customer came to the bank for 
the actual advice, whereupon the bank 
set about helping the man purchase an 
amount of life insurance, commensurate 
with his income, which was added to 
what he already owned. 

Then the bank arranged for a lawyer 
to aid the customer. Finally after nine 
months a trust was set up for the wife 
and daughter, and after thirteen months, 
wills were drawn up for all of the par- 
ties involved. Then the bank was re- 
quired to help the customer in affairs 
concerning his gift tax in Washington, 
and this all inclusive made a total of 
sixteen interviews which were necessary 
for the completion of two irrevocable 
trusts, a will for the customer, a will 
for his wife, and a will for his daughter. 

Attached to these interviews was a 
total of three fees, the first going to 
the life insurance man who sold the poli- 
cies, the second to the lawyer who 
straightened out the affairs of the custo- 
mer and the third, the fee to the bank 
which for the most part could not be 
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collected until the death of the customer, 
perhaps some twenty years hence. 


In closing Mr. Hallett pointed out that 
the collection of this fee was dependent 
upon two “ifs.” First, that the bank 
must continue to maintain and operate 
a good trust department to continue to 
hold this man’s confidence in the bank, 
and secondly, that the estate is worth as 
much in the future as it is today. 


The excellent meeting was closed with 
a question period during which the mem- 
bers of the Council queried the two 
speakers, as well as the Chair. 


Cadman Named Economist of A.B.A. 


Dr. Paul F. Cadman of San Francisco has 
been appointed as economist of the Amer- 
ican Bankers Association. According to 
Robert M. Hanes, president of the A.B.A., 
he will be economic advisor to all depart- 
ments, councils and committees of the As- 
sociation beginning February 1. 


Dr. Cadman went to the University of 
California in 1923 as Professor of Eco- 
nomics, holding that chair until 1929. From 
1929 to 1933 he was Executive Secretary of 
the San Francisco Stock Exchange. From 
1933 to 1935 he was again on the faculty of 
the University of California, this time as 
Professor of Corporation Finance and In- 
vestments. From 1936 to the present he 
has been president of the American Re- 
search Foundation in San Francisco. 


He has been a member of the faculty of 
San Francisco Chapter of the American In- 
stitute of Banking at which he taught eco- 
nomics, and was a lecturer at The Grad- 
uate School of Banking session at Rutgers 
University last summer. 
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Trust Costs and Fees 


The Trust Committee of the Ohio Bank- 
ers Association in collaboration with Glenn 
A. Biggs, assistant trust officer of the Fifth 
Third Union Trust Company of Cincinnati 
and Charles D. Gable, assistant comptroller 
of the Cleveland Trust Company of Cleve- 
land, has prepared a manual, the purpose 
of which is to present a method for deter- 
mining the total expense of operating the 
trust department and to indicate how this 
expense can be translated into account costs, 
thereby providing a basis for determining 
and correcting unprofitable situations in in- 
dividual accounts and so increase the de- 
partmental profit. 

In outlining the procedure to be followed 
in cost analysis, the booklet gives as the 
three main factors to be considered: (1) 
Duties of the personnel; (2) Determination 
of the gross expense of the department; 
(3) Statistics of item activity and assets 
held. These factors are then broken down 
into various sub-headings in order to clas- 
sify operations and properly allocate ex- 
pense of so-called “service divisions” which 
function solely in the routine interests of 
the bank and are not income-producing in 
themselves. 


a 


Newly appointed members of the Essex 
County (N. J.) Bankers Association Fidu- 
ciary Committee are: 


Frederick I. Wilson, trust officer, National 
State Bank; Earl S. Johnson, vice president. 
and trust officer, Savings Investment & 
Trust Company; E. Allen Smith, vice presi- 
dent and trust officer, Merchants & Newark 
Trust Company; A. W. Ballentine, vice 
president and trust officer, First National 
Bank & Trust Company, and Leslie G. Mc- 
Douall, vice president and trust officer, 
Fidelity Union Trust Company. 





Audit and Control of Trust Income and 
Trust Assets 


GEORGE C. RIECHMANN 
Assistant Auditor, St. Louis Union Trust Company, St. Louis, Missouri 


HERE have been various systems de- 

vised to enable the Auditor to main- 
tain an efficient control over the assets of 
his Trust Department and while they all 
differ in some respects, the fundament- 
als are substantially uniform. The ideal 
system is one where the original form of 
entry serves as a check or control over 
the assets from its receipt. until its de- 
posit in the vault—or from its withdraw- 
al from the vault until its delivery at 
the proper source. 


One way of accomplishing this method 
of control is through the use of multiple 
forms. In the multiple forms method 
most widely used, it is intended that the 
original form of entry will act as a con- 
trol over the asset immediately upon its 
receipt and at the same time cause all 
the necessary records to be posted and 
to provide the Auditor with a means of 
verifying the accuracy of the postings. 
One of the advantages of this method is 
that all departments or records affected 
will receive identical copies of the re- 
ceipt and the Auditor receives immedi- 
ate advice of the transaction. 


Under this system a set of forms are 
used—so arranged that all are comple- 
ted in.one operation. The original us- 
ually acts as a receipt for the depositor 
—one copy is for the Auditor and the re- 
mainder serve as advices for the various 
records to be posted. Using his copy as 
a starting point, the Auditor should see 
that all records have been properly pos- 
ted and that the asset has been depos- 
ited in the vault. In most systems of 
this type it is intended that one copy of 
the form will serve as a vault deposit 
ticket. I have found from experience 
that better results will be obtained by 
the use of a separate form of vault de- 
posit ticket. Where a separate form of 
deposit is used, it is well to have the de- 


From address before St. Louis Conference of 
Bank Auditors and Comptrollers. 


posit ticket prepared directly from the 
assets or securities, for in this way any 
item or detail overlooked in preparing 
the original receipt will de discovered 
when the Auditor compares his copy of 
the receipt with the deposit ticket. 


The same procedure would be followed 
where assets are delivered by the Trust 
Department, except that the Auditor in 
this instance would see that the securi- 
ties had been withdrawn from the proper 
account and a receipt for the securities, 
signed by the proper parties, is on file. 
When trust assets are purchased or sold, . 
similar forms are used and in the same 
manner, except that the original copy 
serves as a cash ledger ticket instead of 
a receipt. 


The various sets of forms should be 
numbered in numerical order and all 
forms should be accounted for daily and 
as an additional precaution, all forms 
should be in the custody of one depart- 
ment, or employee if possible. In a Trust 
Department having a large volume of se- 
curity transactions there should be a Se- 
curities Department, or Cage, through 
which all trust assets received or deliver- 
ed should pass and this Department alone 
should prepare all receipts and all memo- 
randums effecting changes in the records 
of the trust assets. 


Corporate Trust Department 


In the Corporate Trust Department, 
bonds and stocks are being deposited— 
usually over the counter and the deposi- 
tor receives a Certificate of Deposit or 
a Voting Trust Certificate for his secur- 


ities. A simple form of control over 
these transactions can be maintained in 
this manner. This department should be 
provided with a form of advice number- 
ed in numerical order. Upon the receipt 
of securities for deposit one of these ad- 
vices is prepared—giving an exact des- 
cription of the security received. When 
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the Certificate of Deposit or Voting 
Trust Certificate is presented to the 
Authorized Officer for his signature this 
advice is exhibited to him in lieu of the 
securities and he in turn forwards it 
direct to the Auditor. 


At the close of the day’s work the 
Corporate Trust Department should sur- 
render to the Securities Department all 
securities that it received during the day 
and the Securities Department should 
acknowledge receipt of the securities, by 
preparing the usual multiple form of re- 
ceipt previously mentioned. The Auditor 
following his usual practice of verifying 
the accuracy of the postings and the de- 
posit of the securities in the vault, should 
also satisfy himself as to the correctness 
of the Certificate of Deposit or Voting 
Trust Certificate issued. 


Registered Mail 


The incoming registered mail should 
also receive the Auditor’s attention for 
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through this source considerable amounts 
of securities are received, particularly 
for the Corporate Trust Department, 
of which the Auditor has had no pre- 
vious knowledge or advice. A satisfac- 
tory control over these securities can be 
maintained through the use of a form of 
receipt arranged in triplicate. Space 
should be provided for the name and 
address of the sender; a description of 
the securities and a space for memoran- 
dum. 


An employee in the Department or in 
the Bank should be assigned to the task 
of receiving all incoming registered mail. 
Before distributing the mail to the var- 
ious departments, he would prepare one 
of these forms for each registered mail 
letter and each department or individual 
receiving any registered mail would 
acknowledge receipt upon this form. The 
original is to be retained in the Mailing 
Department as a permanent record, the 
duplicate is forwarded to the Auditor and 
the triplicate is left with the department 
receipting for the security. 

The department or individual receiv- 
ing the security should indicate on the 
triplicate, under the space provided for 
that purpose, what disposition had been 
made of the item and forward it to the 
Auditor, who should then satisfy himself 
that the security had been properly ac- 
counted for in every way. These forms 
should also be numbered and each form 
accounted for daily. 


Vault Control 


The Auditor should have an absolute 
check at all times on all Trust Depart- 
ment Assets withdrawn from or deposit- 
ed in the vault. It is immaterial what 
form withdrawal or deposit tickets take, 
so long as the Auditor receives his copy 
direct from the vault. 

While it is the usual custom for at 
least two employees to witness each with- 
drawal or deposit, it is advisable, as an 
additional precaution, to have a repre- 
sentative of the Auditing Department 
present. It should be a rule—strictly en- 
forced—that no assets are to be deposit- 
ed, or withdrawn under any condition, 
unless authorized by a deposit, or with- 





drawal ticket. Any departure from this 
rule will sooner or later lead into diffi- 
culties. 


Cash Account and Income 


The Auditor should have very little 
difficulty in establishing a control over 
the Cash Account of his Trust Depart- 
ment. His internal check over income 
received and his verification of all as- 
sets sold, assures him of an accurate 
check on most of the cash receipts. 


By requiring that all disbursements be 
approved by an authorized officer, he 
acquires a certain amount of control over 
the disbursements; however, as an ad- 
ditional precaution, he should have the 
Accounting Department, when render- 
ing statements, see that approved bills 
or vouchers are on file in each account 
for each disbursement made. 


The income of the different Trust Ac- 
counts should be carefully checked by the 
Auditor to satisfy himself that all in- 
come has been collected when due and 
credited to the proper account. In order 
to do this it is necessary that he have a 
record of the items of income each ac- 
count is to receive and the date each 
item is due. As changes are made in 
the assets of the different trust accounts, 
this record should be changed according- 
ly. If this record is checked against the 
income of each account, any discrepancy 
or omission will be discovered. This 
check should be made at least once a 
month or oftener if possible, so that if 
there are any errors they may be cor- 
rected promptly. 


There should be, of course, a periodi- 
cal audit made of the Department; how- 
ever, if the internal audit and control 
is efficient, it is not necessary to make a 
detailed audit of each account. The audit 
should be confined to a verification of the 
trial balance, cash accounts and a check 
of the record of trust assets against the 
securities in the vault. While it is de- 
sirable to have such audits frequently, 
this is not always possible in a Trust 
Department having a large volume of 
trust assets. If the Auditor feels that 
his system cf internal check is inade- 
quate, he may limit his audits to once or 
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twice a year. As a safeguard, however, 
he should, in the interval between audits, 
spot-check the records of different ac- 
counts against the securities in the vault. 


Uniform Audits by Directors 


A minimum scope of bank director’s ex- 
aminations has been suggested to the Nas- 
sau County (N. Y.) Clearing House Asso- 
ciation by a special committee under the 
chairmanship of John J. Kuethen, president, 
Wheatley Hills National Bank with Trust 
Department, Westbury, L. I. With refer- 
ence to the trust department, the schedule 
states: 


“Make complete audit of Trust Depart- 
ment accounts, including income collected 
and disbursed, following steps outlined un- 
der “Resources” and “Liabilities” of bank; 
inspect minutes and inquire into method of 
approving purchases and sales, and rules 
for receipt, custody and delivery of securi- 
ties. 





Coordination of Tax Systems 


RALPH W. SMITH 
Parker & Smith, Los Angeles, Calif.; Formerly State Inheritance Tax Attorney 


eee ANIFOLD governments have so 

unscientifically overspread _ their 
revenue measure that today in America 
about the only taxes that are not overlap- 
ping are real estate and customs taxes.*** 
Brazil, by constitutional enactment, gives 
specific tax monopolies to the Federal Gov- 
ernment and protects the lesser government- 
al units against tax encroachments by the 
central government. *** It is evident that 
simplification and codrdination of revenue 
laws would result in reduction of rates to 
the ratepayer. There can be no sound rea- 
son presented for not coérdinating their tax 
offices, even to the point of consolidation, 
when the State and Federal Governments 
are collecting a common tax. 


It seems unbelievable that the State of 
California, as well as other states, would 
require a more detailed income tax return 
than does the Federal Government. With 
very little sacrifice in revenue the state 
could provide for the filing of a copy of the 
federal return with the state authorities, 
supplemented merely by an adjustment 
sheet. This would result in many econo- 
mies, a simplification of statutory compli- 
ance and a saving in expense and headaches 
to the taxpayer in determining the irrecon- 
cilable and puzzling provisions of the two 
sets of government laws. *** 


The United States is the only English 
speaking country in the world in which poli- 
tical commissions gather the tax; other 
countries tax more heavily through impar- 
tial and impersonal commissions, but the 
tax is less oppressive because it is levied 
more scientifically. *** 


Socialization can be achieved with as 
marked a degree of rapidity by making the 
acquisition or ownership of property unduly 
burdensome and unprofitable as by making 
the fruits of one’s labors unremunerative 
by legislative fiat. *** 


It is time that more consideration be given 
to the administration of revenue laws such 
as the matter of tax collection, the cost up- 
on the taxpayer to comply with the law, and 
the effect of the tax upon business and the 
body politic as a whole. *** 


Excerpts from address at Tax Clinic of the 
American Bar Assn. 1939 Convention. 


In California the impoverished criminal 
is provided free defense counsel by the tax- 
payers. Should not then John Taxpayer 
have a friend in court, a representative of 
the highest specialized skill, employed by 
the government to protect the taxpayer’s in- 
terest in such matters as policy formulation, 
simplification, codrdination, tax elimination, 
regulations and interpretation of the rev- 
enue laws? Moreover, it is quite probable 
that after a person has worked for the gov- 
ernment and for the government’s interest 
over a period of time his mind unconscious- 
ly becomes governmentally formulated and 
he is apt to be biased in favor of the gov- 
ernment’s side of the picture. *** 


The taxpayer’s representative should oc- 
cupy an office of the general nature of that 
occupied by the public defender in criminal 
matters or akin to that of His Majesty’s op- 
position in the English Parliament, for if 
the taxpayer must pay for the defense of 
the poor criminal, why should he not have 
in government a man highly specialized to 
battle for his interests? *** 

We willingly upbraid our legislators, de- 
manding curtailment of governmental ex- 
penditures, but seldom do we hear even an 
oppressed taxpayer specifying government- 
al benefits he is willing to give up in furth- 
erance of economy. *** 

Tax consciousness of government spend- 
ing would be promoted if direct taxes re- 
placed, in many instances, hidden taxes. *** 
In this period of diminishing returns and 
increased taxes the philosophy should be not 
what we can get out of our government, 
but what we can give to our govern- 
ment, *** 

Social trends must be resolutely consid- 
ered and a wise government will eliminate 
waste, duplication, and unnecessary govern- 
mental functions, to keep its financial house 
in order and timely care for unfortunate 
citizens in an adequate manner so as to pre- 
vent quasi-political bodies and advocacy of 
governmental theories, traditionally un- 
known to matchless America, by disgruntled 
groups. *** 

There is no constitutional prohibition pre- 
venting the states and the Federal Gov- 
ernment from agreeing to limit the orbit of 
their taxes within a certain field or to co- 
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éperatively gather and equitably allocate a 

tax between them. Therefore, it would seem 
prudent to allocate to the Federal Govern- 
ment and to the various states specific rev- 
enue sources. Wisdom would tell us to give 
to the Federal Government the right to 
exact its tax solely upon estate, gift, in- 
come, interstates utilities, postal, and other 
governmental services and certain excises, 
including tobacco, luxuries, oil, and gaso- 
line. Unemployment and _ social taxes 
should also be assigned to the Federal Gov- 
ernment; while the states should gather 
their taxes from real and personal prop- 
erty, licenses, sales, use, consumption, and 
severance taxes. 

We do not look for an ideal tax system; 
whatever form we devise will have defects. 
But if we set about to adopt a practical 
rather than a theoretical tax system, I am 
certain we can remove many of the pin 
points from our tax laws. We can, by al- 
locating certain taxes to particular govern- 
ments, make our fiscal systems understand- 
able. 


If the states are to surrender the income 
and inheritance taxes to the Federal Gov- 
ernment, then the Federal Government must 
definitely agree to take over relief and oth- 
er social duties. *** 

If the Federal Government should take 
over the sole administration of the income 
tax, reduce exemptions, and step up the 
graduated rates brackets, then it could, 
without sacrifice of revenue, do with the in- 
come tax in the way of state credit what 
it has done with the federal estate tax. This 
would tend to equalize corporation tax bur- 


dens and, what is more important for states . 
such as California, it would remove isles of 
tax shelters which beckon their citizens. *** 


The more of our taxing system that we 
can place under the control of a Central 
Government, naturally, the greater uniform- 
ity of administration will follow, as well as 
simplification and efficiency. *** Taxes 
collected by any centralized system could 
be shared with subordinate units on a popu- 
lation basis or as to needs of local govern- 
ment, or as social conditions may re- 
quire. *** 

A plan of confining local government to 
separate governmental units for large cities 
and the balance of the state into a few coun- 
ties is worthy of profound consideration. *** 

I think we should establish a rather defin- 
ite and certain tax program which would 
not be subject to substantial changes for a 
period of at least eight years. *** 


a 


Adjusted Basis for Determining 
Gain or Loss 


Under a recent ruling of the Bureau of 
Internal Revenue (I. T. 3340; 1939-52- 
10125), the optional valuation date of prop- 
erty for Federal estate tax purposes has no 
application to the basis for determining gain 
or loss on the sale of property acquired by 
bequest, etc., for purposes of the Federal 
income tax. Fair market value at time of 
acquisition, that is, date of decedent’s death, 
is controlling. 





Social Implications of Scientific Progress 


DR. JAS. K. HUNT 
E. I. du Pont de Nemours & Co., Inc., Wilmington, Delaware 


HEN Henry Ellsworth retired as 

Commander of the U. S. Patent 
Office 95 years ago, he said, in effect, 
that mankind had gone about as far as 
it was possible to go in the way of in- 
venting new things. This was before we 
had electric lights, telephones, automo- 
biles, motion pictures, airplanes, and the 
radio. 


Directly or indirectly, all scientific 
progress influences our mode of living. 
Among such developments we _ should 
certainly include those scientific ad- 
vances which facilitate the dissemina- 
tion of knowledge; those which aid in 
satisfying our inherent love of beauty, 
and the desire for wholesome recreation ; 
those which open up new avenues of em- 
ployment, yet provide sufficient leisure 
for proper cultivation of the body, mind, 
and soul; and finally, those which pro- 
mote safety, health, and long life. 


Scientific developments cannot always 
be sharply classified in terms of their 
social effect. The radio, for example, 
not only aids in the dissemination of 
knowledge, but also is capable of bring- 
ing us beauty in the way of symphonic 
music. In addition, the radio affords 
wholesome recreation to the poor as well 
as the rich. Furthermore, the radio in- 
dustry, although only 19 years old, has 
created about 150,000 new jobs and last 
year spent more than $900,000,000. 


Chemical Progress and Apparel 


Our parents can remember when only 
the fortunate few could afford clothing 
made of silk. Today, thanks to the de- 
velopment of rayon, millions of girls on 
a limited budget dress better than did 
Cleopatra or the Queen of Sheba. 

Of interest in this connection, is the 
recent development of nylon, a new or- 
ganic compound which is so versatile that 
the extent of its varied commercial uses 


From a talk before the Special Libraries Asso- 
ciation, Baltimore, Maryland, May 27, 1939. 


can only be guessed today. From this 
new synthetic product, derived basically 
from coal, water and air, textile fila- 
ments can be made which are stronger 
and more elastic than any fiber now in 
general use. Moreover, the filaments can 
be drawn as fine as the spider’s web. 


While nylon is now used commercially 
only for toothbrush purposes, and for 
making sewing thread, fishing lines and 
fishing leaders, experiments indicate it 
may find wide application in the manu- 
facture of hosiery and other knit goods 
such as underwear, and various other 
textile products. In hosiery, the mater- 
ial permits a high-twist yarn of pleasing 
luster and extreme sheerness. Wide 
commercial production of nylon will not 
be underway, however, before early next 
year, when our $8,500,000 plant at Sea- 
ford, Delaware, is completed. 


Velvets are now made which may lit- 
erally be walked upon without perman- 
ently crushing the pile. The chemist has 
provided many other materials which 
improve the quality of fabrics or aid in 
their preservation, including moth re- 
pellents, mildew inhibitors, and, quite 
recently, a durable water repellent finish 
which renders the finest fabrics resistant 
to spotting by rain, or carelessly spilled 
coffee, tea, and fruit juices. This new 
finish is capable of withstanding repeat- 
ed laundering and dry-cleaning. 


The somber and fugitive natural dyes 
known to our parents have given way to 
a complete rainbow of bright, fast colors 
derived from coal tar,—including one 
which far surpasses in brilliance and 
fastness even the royal purple of anti- 
quity. 

Beautiful china and glassware can now 
be had by all, thanks to progress in the 
field of ceramics, particularly the devel- 
opment by American chemists of bright, 
fast ceramic colors. Synthetic plastics 
have also enriched our lives by making 
available to all a wide variety of beauti- 
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ful articles,—toiletware, costume jewelry, 
etc., formerly made from such relatively 
expensive materials as ivory, jade, tor- 
toise shell, and amber. 


Synthetic Camphor 


Since camphor is extensively used in 
the manufacture of nitrocellulose plas- 
tics, including photographic and motion 
picture film, the development of synthetic 
camphor has its social implications. 


Until a few years ago this material 
came from Formosa, owned by Japan. 
The Japanese controlled the world mar- 
ket, and with it the price. But in recent 
years chemists worked out a process by 
which turpentine is converted into cam- 
phor chemically identical with that ob- 
tained from the trees of Formosa. Using 
this turpentine from our southern pine 
trees as raw material, the du Pont Com- 
pany is today producing more than half 
of our total domestic consumption of 
camphor, and, if necessary, additional 
plant capacity could be provided to take 
care of our entire domestic requirements. 


In 1918, the price of imported cam- 
phor reached $3.75 a pound; today the 
synthetic product sells for around 35c a 
pound. The significance of this devel- 
opment is indicated by the fact that, in 
the manufacture of motion picture film 
alone, this country consumes annually 
around 600,000 pounds of camphor. 
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Employment Effect of Technological 
Advances 


Fifteen industries developed since 1879 
have created approximately 15,000,000 
new jobs. Accordingly, at least one out 
of every four persons gainfully employ- 
ed today owes his job to some one of 
these fifteen industries having their or- 
igin wholly or in part in developments 
resulting from scientific research. Dur- 
ing the period of most intensive tech- 
nological development this country has 
experienced, 1900 to 1930, an estimated 
42 new jobs were created per hundred 
persons added to our population. The 
significant point is that only around 40 
persons out of each hundred of our total 
population ever seek gainful employment. 


The Machinery and Allied Products 
Institute has shown that to earn a year’s 
supply of clothing for a family of four, 
plus an automobile, and eight represen- 
tative items for the home, the average 
factory laborer had to work only about 
one-third as many hours in 1986 as in 
1914. The real problem confronting 
many today is not so much securing leis- 
ure as it is utilizing leisure to the best 
advantage. 


Safety Developments 


For the air-conditioning of homes, 
theatres and office buildings, as well as 
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for use in domestic refrigerators, science 
has developed a new class of refrigerants 
which are non-poisonous, non-explosive, 
and non-flammable. 


One of the major hazards of motor- 
ing was eliminated through the develop- 
ment of safety glass, made by sandwich- 
ing a sheet of tough transparent plastic 
between two pieces of plate glass. A 
very recent development in this field are 
the new polyvinyl acetal plastics, used 
as the sandwich “filling” in laminated 
glass. These new plastics are not only 
extremely strong, tough and elastic, but, 
unlike the interlining materials previous- 
ly used, retain a high degree of their 
toughness and elasticity at very low 
temperatures. It is for this reason that 
this new type of plastic makes possible 
the safest safety glass ever made. 


A recent contribution to safe driving 
at night is the development of a trans- 
parent plastic used in making reflectors 
for use on highways. Specially designed 
“buttons” of this plastic, mounted at 
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100-foot intervals along the edge of the 
road, reflect the light from one’s head- 
lamps and thus clearly outline the high- 
way. It is of interest that during the 
first three months following the installa- 
tion of these reflectors along Route 16 
between Detroit and Lansing, there were 
79% fewer night accidents than for the 
corresponding period before they were 
installed. 


Another scientific development that 
contributes to safety is the new fire-re- 
tardant chemical for textile fabrics. 
Without changing the shades of dyes, or 
imparting a harsh feel, this new chemi- 
cal renders dress goods and curtain fab- 
rics absolutely flame-proof. 


Promoting Longevity 


Fortunately for mankind, others have 
carried on from where Pasteur and Ehr- 
lich left off. About two years ago scien- 
tific research resulted in the development 
of a synthetic chemical known as sulfan- 
ilamide, which has already saved the 
lives of thousands suffering from “blood 
poisoning” and other dangerous mala- 
dies due to streptococcic infection. And 
during the past few months a related 
compound, sulfapyridine, has shown 
great promise in the treatment of pneu- 
monia, which claims annually a toll of 
some 100,000 lives in the United States. 


As a result of progress in the fields 
of nutrition, chemistry and medicine, 
such deficiency diseases as rickets, scur- 
vy and pellagra can now be cured or pre- 
vented, and I confidently expect the sis- 
ter sciences of chemistry, physics, biol- 
ogy and medicine to point the way to 
the prevention or cure of such diseases 
as cancer, which alone claims a toll of 
some 135,000 lives each year in this 
country. 


The research chemist has established 
the constitution of, and synthesized, cer- 
tain of the hormones, those little-under- 
stood secretions of the ductless gland, 
which in some mysterious way regulate 
the functioning of the mind as well as 
the body. Developments in this field of- 
fer definite promise for the cure of men- 
tal ills which have baffled medical science 
for ages. 





In various laboratories throughout the 
world, research is constantly being di- 
rected to a better understanding of the 
complex chemistry of the human body, 
and it is safe to predict that: increasing 
attention to the field of biological chem- 
istry, and the cooperation of chemist, 
biologist, and physician, should yield re- 
sults of tremendous importance to the 
physical and mental health of mankind. 

It is for you to decide whether the 
social effects of this progress are such 
as to suggest a scientific holiday. 

a , 


Threats to Profits 


(Continued from page 24) 


and the trust business exchanging one 
business for the other so that the re- 
maining companies would be one a 
trust company and the other a bank. 

The acquisition of trust departments 
by companies desiring-to specialize in 
that business can go on without hind- 
rance. If such a process resulted in all 
of the trust business of a given state 
getting in the hands of state chartered 
institutions, it is believed that the fed- 
eral laws on the subject would be ren- 
dered inoperative in such state. Grad- 
ually the trust business could be cen- 
tralized in the control of state created 
institutions and the need for federal 
laws eliminated. 


IDUCIARY business is distributed 

between state and national banks, 
although the subject matter of trusts 
and estates is within the exclusive jur- 
isdiction of the states—if anything is. 
The business has not, so far, been suc- 
cessfully carried to the smallest com- 
munities. The smaller trust items 
cannot be handled successfully at all, 
and their cost of handling has led to 
the adoption cf the common trust fund 
idea. As the trust business was form- 
erly largely in the hands of lawyers 
who in some cases can still handle it to 
advantage, some trusts had better be 
left to them now. Those too small for 
a lawyer’s ccnsideration should be 
taken care of by some public official, 
and in some cases no trust should be 
set up at all. 


QUALIFIED TO ACT FOR 
YOU IN CONNECTICUT 


This bank is admirably equipped 
to act in any fiduciary capacity 
for banking institutions, corpora- 
tions or individuals desiring as- 
sistance in the administration of 
estates in Connecticut. 


Established 1792 
Resources over $80,000,000 


HARTFORD NATIONAL 
BANK & TRUST CO. 


Hartford, Connecticut 


Member Federal Deposit -Insurance Corporation 


The writer considers it to be an 
erroneous idea that a trust company 
must handle everything that comes or 
to use the common trust fund as a 
necessary catch-all. The increase in 
the size of institutions and their vol- 
ume of business would enable the cost 
of doing business so to be spread as to 
make the charges against the customer 
as low as possible. Its segregation 
might enable the business to be recov- 
ered by the states, thereby releasing the 
attention of federal authorities for 
other things. The entire business of 
this country cannot be successfully 
conducted from one center—whether 
Washington, New York or Reno—and 
the sooner this is realized the better 
it will be for all concerned. The in- 
surance company model would make 
possible the profitable handling of 
much smaller items than can be done 
under existing conditions, and the size 
of the community need not enter into 
the question at all. 





Developing Trust New Business 


Let’s Take Inventory 


ARRING a dissenting vote here and 

there, January, 1940, seems to be 
generally accepted as the official starting- 
point not only of a New Year, but of a 
New Decade. This being so, it seems an 
admirable vantage-point from which to 
indulge in a calm and dispassionately 
analytical look at the efforts of the trust 
business to better itself—something ap- 
proximating the sort of look a trust of- 
ficer applies to a brand-new trust inden- 
ture and its accompanying investment 
portfolio, the first time it turns up on 
his desk. 


Such a look might well include:- 


(a) A brief inspection of the road 
and the methods (Shanks’ mare, 
horse ’n’ buggy, flivver, bus or day- 
coach) by which we have come to 
where we are now at; 

(b) A considerably more detailed 
examination of precisely where that 
is, and what, if anything, we are now 
doing about it; 

(c) Some effort at evaluation of 
where we are heading for, our reason- 
able expectancy of getting there, and 
of additional means (if any) we may 
find helpful toward doing so. 


The shoemaker’s children proverbially 
go barefoot. Is there a trust officer any- 
where who, finding himself charged with 
the management of a going business— 
farm, retail store, factory—would not 
immediately insist, as his first step, upon 
an inventory and appraisal of that busi- 
ness? But how many trust companies, 
how often, if ever, attempt any sort of 
inventory or appraisal of their own go- 
ing business? 

But suppose you do—once in a decade, 
anyway—take a look at your own com- 
pany’s job. Where do you start? 

What is a trust company, anyhow? 
It seems to be at least tacitly agreed 
that it is a commercial enterprise—a 
most dignified, even ponderous one, if 


you like, but none the less basically an 
enterprise that exists for the purpose 
of rendering certain services to the pub- 
lic—and exists by getting paid for those 
services. Which puts it, fundamentally, 
in precisely the same category as a de- 
partment store, a factory, a newspaper— 
or a bootblack stand. The differences are 
merely in detail; in the precise charac- 
ter of service rendered, the equipment 
needed to render it, the size of the total 
operation and so on. 


There is, to be sure, one difference 
that goes deeper than most, and that 
has served, perhaps unfortunately, to 
hide from too many trust company exec- 
utives the fact that they are as com- 
pletely dependent upon the favor of the 
buying public as is the boy who shines 
their shoes. That is, the length of time 
it would take the business to die, pro- 
vided public favor were completely and 
irrevocably withdrawn. Tony the boot- 
black, in such an event, would be out of 
business in a day; a newspaper in per- 
haps a week; but a trust company might 
well take twenty or even thirty years to 
die (unless its Siamese twin,, commer- 
cial banking, collapsed under the strain 
through deposit and loan withdrawals). 
That is, in one respect, an immense and 
valuable advantage; but it is not an ad- 
vantage to be safely abused, or even re- 
lied upon excessively; and it has been a 
great disadvantage in that it has made 
it harder for trust companies to realize 
that it is as true of them (as of a depart- 
ment store or factory,) that a business 
dies, a little, each time it loses a custo- 
mer, and is born again each time it 
gains one. 


Six Questions 


HEN a management expert—one of 
those management experts that 
trust companies call in to examine other 
people’s businesses (though seldom, if 
ever, to examine their own)—is sum- 





moned, he looks for the answers to these 
questions: 


.1. What things is the company doing, 
or trying to do? 

2. Are these things well chosen from 
the point of view of its own best in- 
terests? 

3. How well is it doing them; and 
where, when and how can it do any 
or all of them better? 

4. Precisely how profitable (or un- 
profitable) to it is each of the things 
it is doing? 

5. How does it get its chances to do 
more of the things it wants to do; 
and where, when and how can it do 
better at this—find more such chances 
at less cost to itself, and take better 
advantage of them? ; 

6. Are there any other things it is not 
now doing or trying to do, that it 
could profitably undertake; and if so, 
how can it best go about getting those 
jobs to do? 


Any trust officer worth his salt has 
as least a pretty good idea of the answers 
to all those questions—(whether or not 
he phrases them in precisely those 
words)—for any business for whose 
management he is even partially respon- 
sible; with one conspicuous exception— 
his own. 


A lot worse things could be said of 
trust company management than that, 
since it is no more than saying that 
trust companies have devoted them- 
selves to their trusteeships to the ne- 
glect of their own best interests. But 
there comes a time when neglect of your 
own interests becomes, indirectly, ne- 
glect of the true interests of your wards. 
For not only is it true that the laborer 
is worthy of his hire; it is also true that 
inadequate hire sooner or later impairs 
his ability adequately to perform his 
labors. 


Services on the Shelf 


OW if in January, 1940, a trust 
company asks itself these six ques- 
tions, what answers will it find? Take 
No. 1. Naturally there is a lot of dif- 
ference between company and company, 
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state and state. Some specialize in one 
type of business, some in another; but 
broadly and roughly, the picture probably 
looks something like this: 


Personal Services 


Executor or Administrator of Estates 
Trustee of Funds: 
Testamentary 
Living (including Life Insurance 
Trusts and Settlements). 
Custodianship or Safekeeping 
Escrow agent 
Investment management 
Guardianship 
Committeeship 
Managing agent 


Corporate Services 


Trusteeships under indenture 
As: Transfer agent 
Registrar 
Dividend and/or interest disbursing 
agent and paying agent at maturi- 
ties 
Depositary 
Fiscal agent 
Business insurance trusteeships 
Sinking fund trusteeships 
Land subdivision trusteeships 
Trusteeships of pension plans 
Trusteeships and agencies for charit- 
able, educational or other philanthropic 
institutions, endowments or founda- 
tions 
Trusteeships for mortgage liquidations 


A long shelf of merchandise! Ob- 
viously the distinction between indivi- 
dual and corporate services is not as 
clear-cut and complete as this would in- 
dicate. One shades off into the other, 
and some are performed in the same 
manner for both individuals and corpo- 
rations, but it is helpful as a working 
distinction. 


A Proper Balance 


ATURALLY, it is not for Trusts 
and Estates to answer these ques- 
tions categorically. But some highly 
suggestive observations do occur to the 
looker-on from the Number One grand- 
stand box. 
For example: is there a trust company 
on this continent that would not find, on 
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examination, that its business is—well, 
not perhaps top-heavy, but at least un- 
balanced to the extent that it has a great 
deal more business in one, two or three 
of these categories than it has in others 
which are generally believed to be at 
least equally if not more profitable? And 
is there such a company that can give 
the real reason why it has so much more 
of one kind of business than another? 
Any real reason, that is, founded upon 
accurate calculation of comparative 
profits or operating advantages—not just 
on the fact that “Old Mr. Fabius always 
liked that kind of business,” or that “it 
seemed like a good idea at the time?” 
Just over a year ago this magazine 
optimistically claimed, speaking for the 
trust business, that “For the first time 
in trust history we have made a general 
inventory, and naturally found some 
goods on the shelf that couldn’t be moved 
at a profit, or that some have been sold 
at a regular loss. We know the worst, 
and can plan re-orders more intelligent- 
ly.” How well, in January 1940, does 


that claim stand for your trust com- 
pany’s operations, sir? 


New Fields 


HEN again: looking over your inven- 

tory, and noting particularly the 
comparative age of the items—which 
have been longest in the line and which 
have come into it most recently; in which 
there has been the most rapid, and which 
the most steady, growth, and in which, if 
any, there has been a comparative or an 
absolute decline—another question may 
occur to you: 


Are there any signs of any real shift, 
over the decades, away from the long- 
lasting type of business, toward that 
subject to more rapid changes? 

To understand the point of this ques- 
tion, recall what was said earlier in this 
article about the difference in the time 
it takes a given business to die. Apply 
that, for illustration, to just two items 
in our specimen inventory. Once you 
have been duly appointed trustee of an 
irrevocable trust, either by will or by 
indenture, you have your customer (to 
speak irreverently) hog-tied. Nothing 
but the intervention of a court—a possi- 
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bility so remote (in the absence of fault) 
that it can be dismissed-——can deprive you 
of that job. But you can lose an invest- 
ment management account overnight. 


What is the reasonable life expectancy 
of each and every account, of any descrip- 
tion, on your books, based upon the in- 
herent nature of the business; how is 
your business at present distributed 
among long-expectancy and short-expect- 
ancy business; and in which direction is 
it growing? 

When it comes to questions 5 and 6, 
whole volumes could be written, without 
wasting a word, about the trust com- 
pany’s market; the new opportunities, or 
needs; the methods of solicitation or pro- 
motion it can most properly and profit- 
ably employ. In fact, whole volumes have 
been. What are you doing, in coopera- 
tion with fellow trust men, to prepare 
the way for a workable common trust 
fund, for safe investment management 
accounts—and for a general cutting away 
of dead timber and reforestation to fit 
the needs of a new decade and a constant- 
ly changing market? 

Just how carefully and thoroughly 
have you examined your own community 
—as a whole and as a congeries of in- 
dividuals—from the specific point of 
view of services you as a trust company 
might render therein? How many 
treasurerships, registrarships, agencies 
or trusteeships—for specific corporate 
bodies public or private within it, and 
for individual .members—are there, 
either already existent or awaiting 
creation, which you could handle better, 
to the greater benefit of all concerned, 
than anybody else in sight? And why 
isn’t this new decade a fine time to go 
after them? 


ADS OF THE MONTH 


F Trusts and Estates were asked— 

which it wasn’t—to cast a vote for 
the two best examples of Trust Company 
advertising to come to our attention so 
far in 1940, that vote would go to one 
from the Provident Trust Company of 
Philadelphia, bearing the headline “You 
Can Profit From This Business Prac- 





tice,” and one from the 
Fiduciary Trust Com- 
pany of New York, en- 
titled “Convoy.” And if 
we had to choose be- 
tween these two, we 
would rank them in that 
order. 

The thing we like 
about the Provident ad- 
vertisement is its direct- 
ness and simplicity. It 
wastes no words, as so 
many trust company ads 
still do, in ponderous 
circumlocution or phil- 
osophical observations, 
but goes straight to the 
point. Our guess is that 
among the people whose 
decisions mean business 
for a trust company, 
those three words, “You 
Can Profit,” carry about 
as high attention value 
as any in the language. 

The thing we like most 
about the Fiduciary ad- 
vertisement* is its 
smart use of a timely 


You Can Profit From This 
Business Practice 


Dabkumiuntamaes eee 


I. business, when a complicated ques- 
tion of policy arises, the matter is usually 
threshed out 4y a2 group. Different points- 
of-view are considered. Specialized knowl- 
edge is applied. This procedure improves 
the likelihood of a wise decision. 


In the effort to conserve ‘family invest- 
ments under modern conditions, many 
complicated tax, management and other 


questions arise. They, too, merit the 
application of specialized knowledge and 


group judgment. 


By naming an experienced trust com~ 
pany as executor and trustee under your 
will, you can avoid the danger of having 
important management decisions made 
by one individual. A talk on 
this subject with your attorney 
and with a trust officer—now 
—is apt to prove of lasting 
benefit to your family—later. 


topic. We have a weak- 
ness, too, for one-word 
headlines—w hen _ they 
really mean something, 
as this one does. And having caught 
your eye with the picture and that one 
vivid word, the ad gets right down to 
business and makes its genuine point 
with no unnecessary fuss. 

We hope men with wills to make, prop- 
erties to manage, or funds to protect 
like these ads as much as we did. 


*See next page. 
SS 
Community Trust Reports 

Distributions of more than $1,000,000 have 
been made by the New York Community 
Trust in the past five years. The Salvation 
Army, received $41,959, the largest grant 
in 1939, while the Visiting Nurse Service 
was given $39,510. Upwards of 50 funds of 
various sizes in the custody of 15 banks and 
trust companies in New York, Brooklyn and 
Westchester, now comprise the Community 
Trust, which has been administering funds 

for benevolent uses since 1924. 


PROVIDENT TRUST COMPANY 


OF PHILADELPHIA 


Investing for a Widow 


Barron’s recent contest on the subject of 
investing $100,000 for a widow, provided a 
poll of investor sentiment. Recommenda- 
tions were received from 1,172 persons, 
many from Stock Exchange and investment 
counsel firms, as well as individual. inves- 
tors. United States Savings bonds proved 
very popular despite the fact that they are 
discount bonds and provide no current in- 
come. 


Of the Treasury issues, the 2%’s of 
1960-65 and 2%’s of 1949-53 appeared most 
frequently, while industrials, railroads and 
utilities accounted for the largest portion 
recommended. Preferred stocks were in- 
cluded for income and industrials made up 
75% of the list of favorites. 801 plans were 
analyzed making a total of $80,100,000. Of 
this amount, $41,486,762, or more than one- 
half of the combined funds, were invested 
in common stocks. 





CONVOY 


The war has already destroyed nearly 
three-quarters of a million tons of shipping 
—mostly in isolated attacks by single war- 
ships or submarines, planes or mines. But 
where organization against attack has been 
effected and shipping moves under guard of 
convoys, the destruction has been relatively 
less. 

Perhaps this carries a lesson for invested 
wealth, which, in peace or in war, is al- 
ways under attack by economic and other 
forces. The difficulty of combating these 
forces single-handed is leading men and 
women to turn more and more to organiza- 
tion to aid them in guarding their wealth— 
during their own lives and later when it 
passes on to the next generation. 

The Fiduciary Trust Company was or- 
ganized for the particular purpose of as- 
sisting men and women who, having inher- 
ited or accumulated invested wealth, are 
trying to conserve it for themselves and 
their heirs. 


FIDUCIARY 
TRUST COMPANY 
OF NEW YORK 
Copyright 1939, Fiduciary Trust Company 


The selection of the prospect list is one 
of the two primary steps preliminary to 
planning the campaign. The other is an 
analysis of the records of your probate court 
so that you can determine just how broad 
your market is. With this information on 
hand the advertiser can proceed to outline 
his campaign “in vacuo”—that is, under 
ideal conditions. He will consider each me- 
dium and build his plan to include those that 
he feels will harmonize into “Aida”—atten- 
tion, interest, desire, and action. 

—ALBERT JOURNEAY, V.P., The Purse Co. 
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Trust Funds Rise in Massachusetts 


A four-month gain of more than $10,- 
000,000 in trust funds held by Massa- 
chusetts trust companies is revealed in 
the latest report of the Commissioner of 
Banks as of October 31, 1939. Volume 
of assets rose from $1,139,578,869 on 
June 30, 1939 to $1,149,807,323 despite a 
decrease from 48 to 47 in the number of 
trust companies reporting. In ten years, 
there has been an increase of over 50%, 
the figure on December 28, 1939 having 
been $755,158,000 as held by 63 trust 
companies. 

It is interesting to note that almost 
50% of these trust funds is invested in 
common stocks, a situation attributable 
to the Massachusetts Rule of trust in- 
vestment. A similar proportion of 


stocks prevailed in 1929. 


a | 
Bank Advertising 


The theme of bank advertising, “from 
the moment you plan your headline until 
you finish the final phrase of copy,” is to 
tell the public “what your bank can do for 
them,” declared Frederick A. Russell, Pro- 
fessor of Business Organization and Opera- 
tion, University of Illinois, at the recent 
Conference on Banking sponsored by the 
University. ‘There never was a human be- 
ing who would not respond to a genuine 
offer of service,” said Prof. Russell. “It is 
not so important just how we phrase these 
ideas. There are a thousand ways of ask- 
ing a girl to marry you and they are equally 
effective, just so she gets the idea of what 
you are offering her.” 

The new marketing procedure is to learn 
first what the consumers want, and then tell 
the production department to make it, the 
speaker asserted. What banks have to sell 
are the abilities and personalities of their 
staff. Integrity, intelligence and interest 
in the customer’s problems are the three 
main characteristics which bank customers 
look for in bankers, Prof. Russell said. 


— ——-—0 


According to the 34th semi-annual sur- 
vey of the real estate market made by the 
National Association of Real Estate Boards, 
5% has supplanted 6% as the commonest 
first-mortgage rate on new moderately 
priced homes and in 19% of the cities of the 
United States 44%% is the commonest rate. 
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“It has been my opinion, that he who receives an estate from his ancestors is under 
some kind of obligation to transmit the same to their posterity.”—Benjamin Franklin. 


i 
Douglas Fairbanks 
Motion Picture Star 


t 

The Bank of America, N. T. & S. A. of 
Los Angeles and the Guaranty Trust Com- 
pany of New York share the responsibility 
of executors under the will of the one-time 
idol of the silent films, Douglas Fairbanks. 
The estate which they will distribute is un- 
derstood to be around $2,000,000. 


Principal heirs are the widow, the former 
Lady Ashley, and Douglas Fairbanks, Jr., a 
motion picture star in his own right. A 
mysterious touch is afforded by a provision 
that Douglas, Jr., is to dispose of one-for- 
tieth of the residuary estate according to 
instructions in a letter given him by his 
father. Minor bequests to other relatives 
and employees and to the Motion Picture 
Actors Relief Fund are included. Mary 
Pickford, the actor’s former wife, was not 
mentioned in the will. 


Born in Denver in 1883, as Douglas Ul- 
man, one of the disappointments of his life 
was the fact that, although a successful 
stage player before he turned to motion pic- 
tures, he never achieved the fame he had 
craved in boyhood as a Shakespearean actor. 
From debut in motion pictures in 1914 until 
his retirement in 1934 his world-wide popu- 
larity in romantic and heroic screen roles 
such as in “The Three Musketeers” was un- 
challenged. 


John Stewart McLennan 
Canadian Senator 
John Stewart McLennan, Senator from 


Nova Scotia in the Canadian Parliament, 
appointed the Royal Trust Company and 


Maxwell W. McKenzie of Montreal, execu- 
tors and trustees of his estate. 

Mr. McClennan, born in Montreal in 1853, - 
first entered his father’s grain business in 
that city, but in 1882 became interested in 
Nova Scotia coal mines, and in 1889 helped 
organize the Dominion Iron and Steel Com- 
pany at Sydney, N. S., serving for a time as 
general manager. He was also one-time 
owner of The Sydney Post. In more recent 
years he had been interested in the history 
of Nova Scotia, had published a history of 
the famous French fortress of Louisbourg, 
promoted the restoration of the works and 
the creation of the present museum. 


Spencer Penrose 
Mine-Owner—Philanthropist 


An estate of approximately $16,000,000 is 
to be distributed under the care of the First 
National Bank of Colorado Springs, by the 
will of Spencer Penrose, Colorado mine-own- 
er, dated August 26, 1939, which names his 
widow, Mrs. Julie V. L. Penrose, and the 
bank as executors. 

With the exception of various personal 
bequests totalling approximately $1,000,000, 
the entire estate, which not only includes 
mining properties but the famous Broad- 
moor resort, and an amusement develop- 
ment near Colorado Springs—golf club, ice 
palace, zoo and museum—is bequeathed to 
the El Pomar Foundation, a charitable, non- 
profit institution created by Mr. Penrose 
two years ago to “encourage and promote 
the well-being of the inhabitants of the 
State of Colorado.” 

Mr. Penrose, a distinguished mining en- 
gineer and relative of the late Senator Boies 
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Penrose of Pennsylvania, was one of the 
founders and developers of the Utah Copper 
Company and other large and successful 
mining ventures in the Rocky Mountains. 


John F. O’Brien 
Jurist 


Judge John F. O’Brien of the Court of 
Appeals, highest tribunal of the State of 
New York, appointed the Guaranty Trust 
Company of New York executor of his es- 
tate, together with his widow, who is also 
the residuary legatee following specific be- 
quests to their two children and to Judge 
O’Brien’s two sisters. 

Judge O’Brien’s death came only a few 
days after he had submitted his resignation 
from the Appeals bench because of ill- 
health. He had two years more to serve of 
his fourteen year term. Prior to his appoint- 
ment by Governor Smith to fill a vacancy in 
the court, created by the elevation of Judge 
Benjamin N. Cardozo to the Supreme Court 
of the United States, Judge O’Brien had 
been Assistant Corporation Counsel of the 
City of New York for twenty-seven years. 


Edwin M. Bailey 
Dairy Company President 


Edwin M. Bailey, former president of the 
Rieck-McJunkin Dairy Company of Pitts- 
burgh, in his will appointed his widow, Mrs. 
Lillian M. Bailey, and the Union National 
Bank of Pittsburgh executors, and created 
a life trust for Mrs. Bailey in one-half the 
estate, estimated at substantially more than 
$150,000. The remaining half of the estate 
is bequeathed outright to their son, Herbert 
J. Bailey, who also receives the remainder 
upon his mother’s death. 


Thomas Bradshaw 
Life Insurance President 


The Toronto General Trusts Corporation 
of Toronto, Canada is appointed co-executor 
with Catherine and Melville A. Bradshaw 
of the estate of Thomas Bradshaw, former 
president of the North American Life As- 
surance Company. The estate is valued at 
$1,328,818, of which $329,414. is in life 
insurance. 

Mr. Bradshaw, in addition to being head 
of the life insurance company, was presi- 
dent of the Consumers’ Gas Company and 
the Toronto General Trusts Corporation, 
executive director of the Bank of Canada 
and a director of several other important 
companies. He was formerly Finance Com- 
missioner of the City of Toronto. 
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Edward Pearce Casey 
Architect 


In a codicil to his will, drawn a month 
after his marriage in 1929, Edward Pearce 
Casey, long a prominent New York archi- 
tect, directed his executor, the Bankers 
Trust Company of New York, appointed 
also as trustee, to maintain his estate intact 
during the lifetime of his wife, Lillian Berry 
Casey, and only after her death carry out 
the bequests he had previously made in the 
will, drawn in 1925. Nine different institu- 
tions of generally cultural character are to 
receive trust endowments, for purposes 
specifically described, upon the termination 
of the life trust created for Mrs. Casey. 


Among the interesting bequests are $70,- 
000 to the Society for the Preservation of 
New England Antiques, which also receives 
a deed to the historic Casey farm at North 
Kingston, R. I.; $50,000 to the Metropoli- 
tan Museum of Art for the improvement 
of architectural collections; to the Century 
Club of New York for its library, especially 
works on architecture, archeology and art; 
to Columbia University for the improve- 
ment of its grounds; and to the Cathedral 
of St. John the Divine. 


Mr. Casey, whose father was Gen. Thomas 
Lincoln Casey of Civil War fame, played 
an important part in designing the Congres- 
sional Library and the Memorial Bridge 
across the Potomac. Among his exclusive 
designs are the Grant Monument and the 
Memorial Continental Hall. 


Oliver S. Richardson 
Attorney 


Oliver S. Richardson, prominent attorney 
of Sewickley, Pa., named his secretary, Jos- 
ephine A. Means, and the Fidelity Trust 
Company of Pittsburgh co-executors of his 
will. Miss Means is also to inherit her 
choice of jewelry and personal effects in- 
cluded in the estate, and one-third of the 
estate remainder after certain cash bequests. 
The remaining two-thirds of the estate are 
bequeathed for life to Mr. Richardson’s 
brother Charles, and to Fredrika R. Wigton, 
a niece, thereafter to their children. 


Alfred Skitt 
Railway President 


Alfred Skitt, former president and chair- 
man of the board of the Manhattan Rail- 
ways Company, and director of the New 
York Central Railroad and Interborough 
Rapid Transit Companies, in a codicil to his 





will dated April 11, 1936, appointed the 
Irving Trust Company of New York and 
Charles Reed co-executors and co-trustees 
of his estate, estimated at $100,000. 


In his original will, dated June 20, 1923, 
Mr. Skitt left his entire estate in trust for 
life to his wife, Jessie. Mrs. Skitt, how- 
ever, died before him, and the codicil cre- 
ates two life trusts for their daughters. 


Henry L. Doherty 
Oil and Public Utility King 


Seldom has so huge an estate been dis- 
posed of in as brief and simple a will as 
that of Henry L. Doherty, founder and 
president of the Cities Service Company, 
who left his entire fortune, in a will of one 
hundred and thirty words, to his wife, Grace 
Radin Doherty, and also named her execu- 
trix. 

This, however, is not the record; the late 
E. H. Harriman used only fifty words, in 
1909, to leave a fortune of some $125,000,000 
to his wife, Mrs. Mary A. Harriman, as 
sole heir and executrix. How much the 
Doherty estate may actually amount to has 
been the subject of active speculation, be- 
cause although the properties controlled and 
managed by Mr. Doherty were virtually 
world-wide, little information has ever been 
available as to the precise extent of his per- 
sonal, unencumbered ownership in the var- 
ious elements of the huge corporate struc- 
ture, and it is known that Mr. Doherty never 
hesitated to “pyramid” by borrowing on 
one piece of property to buy more. The 
complexity of his interests is indicated by 
the fact that three years ago he was listed 
as a director of ninety-five corporations and 
president of eighty-seven, all more or less 
affiliated with Cities Service Company. 


Carl Laemmle 
Motion Picture Pioneer 


Carl Laemmle, who in 1906 invested his 
small life savings in a “nickelodeon” in Chi- 
cago, and in 1936 retired a millionaire, as 
president of Universal Pictures, appointed 
his two children, Carl Laemmle, Jr. and 
Mrs. Stanley Bergerman, and Rabbi Edgar 
F. Magnin, a lifelong friend, his executors. 
A large part of the estate is in the form of 
annuities which revert under the will to the 
children. The total is estimated at $4,000,- 
000. 

Born in Germany, Carl Laemmle came to 
America in 1884, aged seventeen. His first 
job was that of errand-boy in a drug store. 
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He subsequently worked as a farm-hand, 
department store clerk, book-keeper in a 
jewelry store and clerk in the Chicago stock- 
yards, and had been manager of a clothing 
store in Oshkosh, Wisconsin, when he was 
attracted by the possibilities of the then 
infantile motion-picture industry. 


Zane Grey 
Author 


Zane Grey, whose romances of Western 
adventure were read in virtually every coun- 
try of the world, and when made into mo- 
tion pictures were seen by millions, be- 
queathed his entire estate, estimated at 
$300,000, to his widow, Lina Elise Grey, 
naming her executrix. The will expressed 
confidence that she will make “equitable 
provision” for their three children. 


Zane Grey abandoned a dental practice 


’ in New York City to become one of the 


world’s most prolific and successful writers. 
At times he achieved a production rate of . 
100,000 words a month, all in longhand, and 
at his death had published more than fifty 
novels. His most successful book, “Riders 
of the Purple Sage,” sold upward of a mil- 
lion and a half copies. 


Dr. William I. Sirovich 
Congressman 


Dr. William Irving Sirovich, for thirteen 
years Representative in Congress from the 
Fourteenth New York district, in his will 
named his sister and brother-in-law, Mrs. 
Sadie Rosenbaum and Joseph Rosenbaum, 
executors and residuary legatees of his es- 
tate, following a long list of specific be- 
quests to other relatives and to various Jew- 
ish educational and philanthropic enter- 
prises. 

Dr. Sirovich, the son of a famous rabbi, 
was throughout his life, as practising physi- 
cian, politician and playwright, one of the 
most original and colorful citizens and lead- 
ers of New York’s East Side. His efforts 
on behalf of child welfare, for reform in 
Federal Court procedure, and his long feud 
with the New York dramatic critics, attract- 
ed nation-wide attention. 


Fiduciary Reporter 


The first issue of the Fiduciary Reporter, 
a digest of current decisions on wills, es- 
tates and trusts, recently made its appear- 
ance. These pamphlets are made available 
to trust institutions by Prentice-Hall, Inc. 
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Newly Elected Presidents of Trust Institutions 


PERCY C. MADEIRA, JR. WILLIAM J. MARTIN GWILYM A. PRICE 
Land Title Bk. & Trust Co., Phila. Granite Trust Co., Quincy, Mass. Peoples-Pittsburgh Trust Co. 


LAWRENCE STERN ARCH W. ANDERSON HORACE K. CORBIN 
American Natl. Bank & Trust Co., California Trust Co., Fidelity Union Trust Co., 
Chicago Los Angeles Newark, N. J. 


Trust Executives Recently Promoted 


J. W. GARTHWAITE CLARENCE D. COWDERY I. C. CONNOR 
Bank of America, N. T. & S. A., Boatmen’s Natl. Bank, Safe Deposit & Trust Co. 
San Francisco St. Louis Baltimore 





Personnel Changes in Trust Institutions 


ARIZONA 


Tucson—FRED L. STEWARD has re- 
signed as chairman of the board of Southern 
Arizona Bank and Trust Company of which 
he was one of the organizers. 


ARKANSAS 


Pine Bluff—CHARLES A. GORDON, 
trust officer and cashier, named also vice 
president of Simmons National Bank. 


CALIFORNIA 


Los Angeles—ARCH W. ANDERSON, 
president of the California Bank, has been 
elected also president of its wholly-owned 
affiliate, the California Trust Company. He 
succeeds the late Thomas C. Scroggs. Mr. 
Anderson became president of the Cali- 
fornia Bank in March, 1939, coming from 
Chicago where he was vice president of the 
Continental [Illinois National Bank and 
Trust Company. He has held high execu- 
tive positions in Oklahoma and Missouri 
banks and from 1921 to 1930 was vice presi- 
dent of the Security-First National Bank of 
Los Angeles. He has been prominent in 
American Bankers Association affairs for 
the last 15 years and also takes an interest 
in the American Institute of Banking. He 
is a member of the Reserve City Bankers 
Association. 


Los Angeles—G. H. NAEGELE has been 
chosen vice president, and S. CAMPHOUSE 
cashier, of Farmers & Merchants National 
Bank. 


Los Angeles—J. H. GRIFFIN, vice presi- 
dent of the Security-First National Bank, 
resigned on January 1, after 50 years of 
service in banking. He joined the Califor- 
nia National Bank of San Diego on January 
1, 1890, transferring in 1895 to the Southern 
California Savings Bank of Los Angeles 
where he was later appointed secretary. 
When that company merged with the Secur- 
ity Trust and Savings Bank, Mr. Griffin 
continued with the organization and in 1916 
was made trust officer. He remained in the 
trust field for the balance of his career. 


San Franciscoo—J. W. GARTHWAITE, 
heretofore vice president in charge of trust 
activities of Bank of America N. T. & S. A. 
in Alameda and Contra Costa counties, has 
been advanced to trust headquarters here, 
to take charge of a State-wide business pro- 


motion program; P. M. HARWOOD, here- 
tofore vice president in charge of the trust 
department at California - Montgomery 
branch, succeeds Mr. Garthwaite in Oak- 
land; W. E. BRUNS, transferred from trust 
officer in charge of the San Jose branch to 
trust headquarters in San Francisco in 
charge of the branches division; K. M. 
JOHNSON, trust officer whom Mr. Bruns 
succeeds, advanced to a post in the head 
office legal department. 


CONNECTICUT 


Bridgeport—SANFORD STODDARD has 
been elevated from trust officer to vice 
president of The First National Bank and 
Trust Company; G. MACY WHEELER has 
been promoted to trust officer and RUS- 
SELL J. HOLDEN to assistant trust officer. 


Hartford—W. B. DIMON and F. R. 
COLES have been named assistant vice 
presidents of Hartford National Bank and 
Trust Company. 


DISTRICT OF COLUMBIA 


Washington—BRUCE BAIRD, vice presi- 
dent and trust officer of National Savings 
and Trust Company, has been elected presi- 
dent, succeeding H. PRESCOTT GATLEY 
who became chairman of the board. Mr, 
Baird has been with the company for twen- 
ty years. 


GEORGIA 


Atlanta—ROBERT E. GORMLEY, State 
Superintendent of Banks, has resigned to 
become vice president of the Georgia Sav- 
ings Bank and Trust Company. He was 
appointed Superintendent of Banks in 1931, 
prior to which he was cashier of the Georgia 
Bank and Trust Company. 


ILLINOIS 


Chicago—LAWRENCE STERN has been 
chosen president of American National Bank 
and Trust Company to succeed Laurance 
Armour, recently resigned. WILFRED H. 
HEITMAN was made assistant trust officer. 

Chicago—WILLIAM C. REIMBOLD has 
been promoted to assistant treasurer of the 
Chicago Title and Trust Company. He is 
a member of the Illinois Bar and was at one 
time on the faculty of Walton School of 
Commerce. 

Chicago—Continental [Illinois National 
Bank and Trust Company has announced 





the following promotions. In the Trust De- 
partment: ROBERT S. DREW and HOW- 
ELL W. KITCHELL, vice presidents; PAUL 
C. BUTCHER and ALLAN B. HUSSAN- 
DER, second vice presidents; DAVID AN- 
DERSON and ALBERT E. BURTON, trust 
officers; HARRY C. BIRK, BRUCE H. DE 
SWARTE and FRANK R. KENNEDY, as- 
sistant secretaries. In the Banking Depart- 
ment: NORMAN B. SHAFFER, vice presi- 
dent; LELAND S. FORD, JOHN F. MAN- 
NION, O. B. WALLACE and ELLSWORTH 
M. WHITE, second vice presidents; AN- 
THONY D. ARADO, FREDERIC A. CUR- 
TIS, ROBERT A. DALY, VICTOR S. DIX- 
ON, JOSEPH R. KNIGHT and WILLIAM 
P. SCHNEIDER, assistant cashiers. 


Chicago—The following promotions have 
been made at The First National Bank: 
ROY R. MARQUARDT, vice president; C. 
EDGAR JOHNSON, LEWIS MILLER and 
RAY H. MATSON, assistant vice presi- 
dents; ROBERT J. CROSSLEY, JOHN F. 
#VANS, BENTLEY G. McCLUOUD, JR., 
PAUL H. MILLER, CHARLES F. NEW- 
HALL, JOHN N. OTT, JR. and GEORGE 
B. WENDT, assistant cashiers; GAYLORD 
A. FREEMAN, an attorney of the bank; 
ani FORREST G. PADDOCK and J. CARL 
SOMMER, assistant auditors. 


Chicago—HAROLD B. BRAY has been 
chosen assistant vice president of Harris 
Trust and Savings Bank; JAMES R. WEB- 
STER, assistant cashier and WILLIAM H. 
FROEMBGEN, assistant secretary. 


Chicago—NATHANIEL M. SYMONDS 
and JOHN C. SMITH have been promoted 
to second vice presidents in the trust depart- 
ment of Northern Trust Company; ROB- 
ERT H. GARRETT, ALFRED BRITTAIN, 
JR. and G. LYLE FISCHER to second vice 
presidents; JOHN R. HOYLE elected assis- 
tant cashier and ERNEST L. HALL, assis- 
tant comptroller. 


Mattoon—FRED GRANT has been ele- 


vated from vice president and trust officer 
to president of National Bank of Mattoon. 


INDIANA 


Evansville—-ROBERT D. MATHIAS has 
been elevated to the presidency of Old Na- 
tional Bank to succeed SAMUEL L. ORR 
who became chairman of the board. 


Indianapolis—EARL C. RANDLES has 
been elected assistant vice president of the 
American National Bank. He was former- 
ly with the National City Bank of New 
York, as assistant cashier. 
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IOWA 
Des Moines—HARRY G. WILSON, cash- 
ier of Iowa-Des Moines National Bank & 
Trust Company, has been made also vice 
president; CHARLES D. McCOY chosen 
assistant cashier. 


KANSAS 


Wichita—ARTHUR W. KINCADE has 
been elevated to the presidency of the 
Fourth National Bank, succeeding B. D. 
McLean. CHARLES A. SMOOT becomes 
vice president. 


KENTUCKY 


Bowling Green—JONES E. MERCER has 
been appointed secretary and treasurer of 
the Potter-Matlock Trust Company, succeed- 
ing Hubert F. De Vasier. Since 1936, Mr. 
Mercer was in the auditing department of 
the Kentucky-Tennessee Light and Power 
Company. . 


MAINE 


Auburn—ERNEST S. CUBBERLEY has 
been appointed treasurer of the First Au- 
burn Trust Company. Mr. Cubberley was 
formerly associated with Fenner and 
Beane, stock brokers in New York. 


MARYLAND 


Baltimore—GEORGE C. CUTLER, presi- 
dent of Safe Deposit and Trust Company, 
has been elected also chairman, succeeding 
the late John J. Nelligan. ROBERT B. 
CHAPMAN and I. C. CONNOR have been 
promoted to vice presidents to succeed H. 
H. M. Lee and George B. Gammie, retired; 
JOHN E. KNAPP to treasurer; WILLIAM 
A. GABLE, JR. to secretary; CECIL C. 
GRASTY and EARL P. GALLEHER to as- 
sistant secretaries; HENRY M. BAUER, 
assistant auditor. 


MASSACHUSETTS 


Boston—PHILIP E. BENNETT has been 
elected assistant vice president and CLAR- 
ENCE B. SKEETS assistant auditor of The 
National Shawmut Bank. 


Boston—WILLIAM R. HERLIHY, JR., 
has been elected assistant vice president and 
trust officer of State Street Trust Company. 
The following assistant trust officers were 
named trust officers: GEORGE B. SAR- 
GENT, FREDERIC B. EASTMAN, STEAD 
W. ROGERS, VERNON B. HITCHINS and 
FRANK A. LYNCH. 

Boston—ARTHUR W. LANE and LEWIS 
E. GILMAN have been promoted to vice 


presidents of Webster & Atlas National 
Bank. 





Quincy—WILLIAM J. MARTIN was ele- 
vated from executive vice president to presi- 
dent of the Granite Trust Company of 
Quincy succeeding DELCEVARE KING 
who becomes chairman of the bank’s board. 
This honor extended to Mr. Martin at the 
bank’s 104th annual meeting came to him 
on the day following his 40th birthday, 
making him one of the youngest bank 
heads in Massachusetts. 


Mr. Martin attended the public schools 
of Quincy, graduating from Quincy High 
School in 1917 the same year that he en- 
tered the bank’s employ. By diligent study, 
taking many banking and accounting 
courses, he fitted himself for higher posi- 
tions in the bank. He was first made an 
officer in 1921 when he became assistant 
treasurer. Later he became _ successively 
treasurer, vice president, executive vice 
president and now president. 

Mr. Martin is a past president of the 
South Shore Clearing House Association 
and is active in Quincy’s civic, social and 
fraternal circles. 

Other officers of the Trust Company were 
re-elected. 


MINNESOTA 


Duluth—H. S. MACGREGOR has been 
elevated to president of City National Bank, 


succeeding R. M. SELLWOOD, chosen chair- 
man of board; HERMAN C. MATZKE ad- 
vanced from cashier to vice president; R. 
H. MAGIE from assistant cashier to cash- 


ier; THOMAS JOHNSON, trust officer, 
named also assistant cashier. 


Minneapolis—W. E. BROCKMAN has re- 
signed as assistant vice president and assis- 
tant secretary of Northwest Bancorporation 
to become vice president of the Midland Na- 
tional Bank and Trust Company. 


MISSOURI 


St. Louis—CLARENCE D. COWDERY 
has been promoted from assistant trust of- 
ficer to vice president of Boatmen’s Nation- 
al Bank; HUGH S. HAUCK appointed as- 
sistant trust officer and BERT A. LYNCH, 
JR., assistant cashier. 

Mr. Cowdery was born on November 6, 
1898, in St. Louis where he attended the 
public schools. After graduating from the 
Washington University School of Law in 
1919, he entered the law office of Nagel and 
Kirby. He has been in the trust business 
since 1920. He jointed The Boatmen’s as 
manager of new trust business in February, 
1932, and in 1936 was elected assistant trust 
officer. 
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A graduate of the Graduate School of 
Banking, he is now serving on the Execu- 
tive Committee of the St. Louis Life Insur- 
ance Trust Council, and is a member of the 
Committee on Trust Education of the Trust 
Company Division of the A. B. A. 


St. Louis—R. H. BALLMAN has been 
elevated from vice president and secretary- 
treasurer to president of Bremen Bank & 
Trust Company, succeeding the late A. H. 
Reller; L. H. PRANGE advanced from as- 
sistant secretary and assistant treasurer to 
first vice president; W. H. KRUSE from as- 
sistant secretary and assistant treasurer to 
second vice president and secretary-treas- 
urer. 


St. Louis—The Mercantile-Commerce 
Bank and Trust Company has announced 
the appointment of LESLIE K. CURRY as 
assistant vice president. Prior to his as- 
sociation with Mercantile-Commerce in 1935, 
Mr. Curry was chief examiner for the Fed- 
eral Land Bank of St. Louis. 


NEBRASKA 


Omaha—HAROLD T. UEHLING has 
been elected assistant trust officer of 
United States National Bank; HARRY E. 
ROGERS, assistant vice president and AUS- 
TIN L. VICKERY cashier. 


NEW JERSEY 


Bordentown—ERWIN SHARP has been 
appointed cashier and trust officer of Bor- 
dentown Banking Company. 


Camden—EDMUND M. ELLERICH has 
been promoted to vice president of Camden 
Trust Company; SILVAN G. FLETCHER 
to treasurer; HENRY R. FREDERICKS 
from assistant trust officer to assistant 
treasurer; HALFORD RUNGE appointed 
real estate officer. 


East Orange—GEORGE L. McCLOUD, 
secretary-treasurer, has been named vice 
president and secretary of Savings Invest- 
ment & Trust Company. DONALD W. 
CAMPBELL, assistant secretary, was ap- 
pointed vice president in charge of the South 
Orange branch. JAMES W. WATSON, as- 
sistant treasurer, was named assistant vice 
president and GEORGE W. VINCENT, as- 
sistant secretary, was designated assistant 
treasurer. JOHN R. REYNOLDS was ap- 
pointed treasurer and WILLIAM J. BRAD- 
LEY, JR., assistant secretary. 


Englewood—EDMUND W. WAKELEE, 
president of the Public Service Corporation 
of New Jersey, has been elected chairman 
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of the board of the Palisade Trust and Guar- 
anty Company. Mr. Wakelee has been vice 
president and counsel of the bank for some 
years and succeeds Abram de Ronde who 
resigned because of failing health. 


Hackensack — HERBERT V. WIDMAN, 
cashier and trust officer of City National 
Bank and Trust Company, has been made 
vice president and cashier; GERARD J. 
HEINES was promoted to trust officer and 
MARTIN S. CORR named assistant cashier. 


Montclair—ALEX WEIMAR has been 
promoted from assistant cashier to assistant 
trust officer of First National Bank and 
Trust Company. 


Newark—HORACE K. CORBIN has been 
elected president of Fidelity Union Trust 
Company, New Jersey’s largest bank, to 
succeed the late J. H. Bacheller. Mr. Cor- 
bin -had served more than 10 years as an 
executive, joining the bank July 1, 1929, as 
assistant to the late Uzal H. McCarter, then 
president. He was made executive vice 
president in January 1939. Mr. Corbin is 
a director of several corporations and the 
organizer of the Motor Finance Corpora- 
tion of Newark. During the World War 
Mr. Corbin was a lieutenant in the United 
States Army. He has long been active in 
civic affairs. 


C. LEROY WHITMAN and CARLOS D. 
KELLY were elected vice presidents. 


Newark—RALPH W. CRUM has been 
elected president of the United States Trust 
Company. Mr. Crum was formerly vice 
president of the Passaic National Bank and 
Trust Company. He attended St. John’s 
College at Annapolis, and the University of 
Maryland and entered banking with the old 
National Bank of Commerce in New York. 
He is first vice president of the Passaic 
County Bankers’ Association. 


Nutley—RAYMOND A. 


PFAEHLER, 
formerly assistant trust officer, has been 
named trust officer of Bank of Nutley. 

Passaic—COWLES ANDRUS has been 
promoted to vice president of Passaic Na- 
tional Bank and Trust Company. 


NEW YORK 


Buffalo—MARVIN A. DAVIS has been 
elected secretary of Marine Trust Company. 

Huntington—HARTZELL SEEM has been 
elected assistant trust officer of First Na- 
tional Bank & Trust Company. 

Mount Vernon—VERNON F. McCLEN- 
NAN has been advanced to the presidency 
of First National Bank, succeeding his 
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father, CLARENCE S., who was made 
chairman. 


New York—E. ARTHUR CARTER, assis- 
tant vice president of the Bank of Manhat- 
tan Company, has been elected vice presi- 
dent. J. H. L. JANSON, JR., R. A. PROSS- 
WIMMER and CARL E. MEYER have been 
made assistant vice presidents while LES- 
TER F. GRIEB, FREDERICK J. FREESE, 
HERBERT H. WEEKES and CHARLES 
SHIER were promoted to assistant cashiers. 

New York—tThe following elections have 
been announced by Bank of New York: R. 
A. MACLEOD, vice president; JAMES 
CAREY, PAUL R. DOTTERRER and HER- 
BERT O. EVERSMANN, assistant vice 
presidents; THOMAS F. COX, LEONARD 
J. SCHMELZ, ROGER WISNER and HAR- 
OLD R. WRIGHT, trust officers; ALFRED 
T. ALLIN, WILLIAM K. KRAFT and BER- 
NARD KOECHEL, assistant trust officers; 
EDWARD B. McGEORGE, JR., assistant 
secretary. 


New York—D. P. CAULKINS and J. I. 
CLARKE have been elected vice presidents 
of Bankers Trust Company. R. P. FOOTE, 
formerly assistant treasurer, was appointed 
assistant vice president and DANA KEL- 
LEY, assistant treasurer. 


New York—Chase National Bank has 
elected RICHARD H. MANSFIELD a vice 
president; RALPH N. HARDER, ARTHUR 
D. LANE, GEORGE H. REEVES and LYON 
F. TERRY, second vice presidents. L. AL- 
LAN BUCHER, JOHN EPPRECHT, 
JAMES J. MAJOR, DAVID J. NIELSON, 
HAROLD PARKER, S. ALLEN PIPPITT, 
JOSEPH V. SCULLY, H. HERBERT 
STEINKAMP and CHARLES H. TOMP- 
KINS were appointed assistant cashiers. 
S. Frederick Telleen retired as second vice 
president. 


New York—The Central Hanover Bank 
and Trust Company has announced the pro- 
motion of RICHARD S. CARR, J. FAHYS 
COOK, RECTOR K. FOX, G. KENNETH 
HANDLEY, ROBERT M. LOVELL, WIL- 
LIAM R. McALPIN, JAMES T. HARRI- 
GAN and EDWARD G. HERENDEEN to 
assistant vice presidents. JAMES B. BOS- 
TICK, GEORGE L. KANER, ROBERT B. 
O’BRIEN, EDWARD E. RENTER and 
FRANK A. SHAW were elected assistant 
secretaries. 


New York-—The Chemical Bank and Trust 
Company announces the appointment of 
WILLIAM G. DeWITT and HUNTINGTON 
M. TURNER, as assistant vice presidents. 
SEYMOUR DRIBBEN, PHILIP D. HOLD- 





EN, KINGSBURY S. NICKERSON and 
JOSEPH A. McFADDEN were appointed 
assistant secretaries and GEOFFREY V. 
AZOY was named trust officer. 


New York—E. RICHARD SCHULZ, 
SETH H. SEELYE and JAMES W. KELLE- 
HER have been appointed assistant secre- 
taries of the City Bank Farmers Trust Com- 
pany. 

New York—Commercial National Bank 
and Trust Company has appointed WIL- 
LIAM H. NUTT as trust officer and 
CHARLES KRAEMER, JR., as assistant 
trust officer. 


New York—HERBERT M. PRIOR, HAR- 
OLD H. HOLLINGSHEAD and WALTER 
FREUND have been promoted to assistant 
vice presidents of Continental Bank and 
Trust Company. 

New York—R. LE ROY CORBETT has 


been promoted to assistant vice president 
of Corn Exchange Bank Trust Company. 


New York—JOHN C. JAY has been elect- 
ed president of The Fifth Avenue Bank 
succeeding THEODORE HETZLER who 
was elevated to chairman of the board. Mr. 
Jay has been financial head of the Globe & 
Rutgers Fire Insurance group. 


New York—FREDERICK C. THEIS has 


been elected assistant secretary, and WIL- 
LIAM B. STALKER assistant treasurer of 
Guaranty Trust Company. 


New York—WILLIAM N. ENSTROM has 
been elected first vice president of Irving 
Trust Company. 


New York—WENTWORTH P. JOHN- 
SON, vice president of Irving Trust Com- 
pany, has been transferred to the branch 
office at 48th Street and Rockefeller Plaza 
where he will direct activities. 


New York—FRANCIS J. McGRATH, 
formerly assistant vice president was ad- 
vanced to vice president of the Manufac- 
turers Trust Company while WILLIAM H. 
HILL, JR. and DEAN H. TRAVIS, assis- 
tant secretaries and PHILIP P. McGOV- 
ERN, manager of the foreign department, 
were promoted to assistant vice presidents. 


New York—CHARLES S. PHARIS and 
GEORGE C. TEXTOR have been elected 
vice presidents of Marine Midland Trust 
Company and JAMES G. BALDWIN assis- 
tant treasurer. 


New York—National City Bank has pro- 


moted to vice presidencies THOMAS J. 
CONNELLAN, DANIEL A. FREEMAN, 
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JR., EDWARD F. REGAN, JAMES S&S. 
ROCKEFELLER, JAMES H. TOWNSEND 
and CARL E. ALLEN. EDMUND C. 
STOUT, JR. was appointed assistant vice 
president. 


New York—HULBERT S. ALDRICH, 
formerly manager of the investment depart- 
ment of the New York Trust Company, has 
been promoted to assistant treasurer, 


New York—JERROLD R. GOLDING, who 
was an assistant cashier of the Sterling Na- 
tional Bank and Trust Company, has been 
elected assistant vice president. 


New York—HENRY L. SMITHERS has 
been appointed assistant vice president to 
head the corporate trust department of 
United States Trust Company; ELBERT B. 
KNOWLES, assistant vice president in 
charge of the trust remittance department 
to succeed William C. Lee, retired; HENRY 
E. SCHAPER, assistant vice president in 
charge of the mortgage department to suc- 
ceed Robert S. Osborne, retired. George C. 
Arnsworth, Willard S. Way, George A. 
Cornwall and Charles A. Wilkinson have 
been retired. 


Ossining—JAMES K. FITCH was named 
assistant cashier and trust officer of Os- 
sining National Bank & Trust Company. 


Port Chester—RANDOLPH D. WEST 
has been appointed executive vice president 
and secretary of Mutual Trust Company. 


Rochester—CHARLES W. MARSHALL 
and FRANCIS P. BEATTIE have been pro- 
moted to assistant vice presidents of Cen- 
tral Trust Company. 


White Plains—WILLIAM F. MacDON- 
ALD, JR. and NELSON E. THOMPSON 
have been promoted to assistant vice presi- 
dents in charge of the Mamaroneck and 
Scarsdale branches of County Trust Com- 
pany. 

White Plains—RALPH G. HOLMES has 
been elected cashier of Peoples National 
Bank & Trust Company. 





NORTH CAROLINA 


Winston-Salem—PAUL N. MONTAGUE 
has been elected vice president in charge 
of the credit department of Wachovia Bank 
and Trust Company. Prior to joining the 
Wachovia in 1935 he had been trust officer 
and director of Farmers National Bank. C. 
C. ARMSTRONG, W. P. RAINEY and A. 
K. DAVIS were promoted to assistant vice 
presidents. 


High Point—A. M. UTLEY has been 
named assistant vice president of Wachovia 
Bank and Trust Company. 


OHIO 


Cincinnati—DONALD M. GALLY has 
been elected investment officer of the Cen- 
tral Trust Company. He was formerly 
manager of the investment advisory depart- 
ment of Dominick and Dominick, New York 
investment brokers, and succeeds the late 
Alfred M. Cressler. 


Cincinnati—JAMES M. PENDERY, assis- 
tant cashier of the Fifth Third Union Trust 
Company, has been promoted to assistant 
vice president. EDWARD P. KIRK has 
been appointed assistant cashier. 


Cincinnati—C. T. ROMER, assistant trust 
officer and tax consultant of the First Na- 
tional Bank since 1928 and a member of the 
committee on taxation of the Ohio Bankers 
Association for six years, has resigned to 
enter business as a tax consultant and ac- 
countant. Mr. Romer has lectured for 
years before civic and financial groups on 
problems of taxation. 


Cleveland—O. L. RIEDER has been named 
assistant vice president of The Cleveland 
Trust Company; WILLIAM TERRALL has 
been designated manager of the estates tax 
department. 


Tiffin—SAMUEL H. SQUIRE, retiring 
State Superintendent of Banks, has been 
elected president of Tiffin National Bank to 
succeed L. F. Wolls. 

Toledo—WILLARD I. WEBB has been 
elected president of Ohio Citizens Trust 
Company, succeeding A. G. BROWN who 
resigned to become deputy manager of the 
American Bankers Association. 


Toledo—WILLIAM W. KNIGHT has been 
elected chairman of the board of Toledo 
Trust Company. 


OKLAHOMA 


Oklahoma City—J. E. MUSGRAVE has 
been elected vice president of Tradesmen’s 
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National Bank and JOHN E, ADAMS assis- 
tant vice president. 


OREGON 


Portland—Promotions announced at the 
United States National Bank include: W. P. 
CHOATE and E. J. KOLAR to assistant 
vice presidents; C. L. McFARLAND to as- 
sistant vice president. A. K. ARNOLD and 
WALTER JOHANNSEN became assistant 
cashiers. 


PENNSYLVANIA 


Philadelphia—J. WAYNE WILSON and 
FREDERICK H. BELFIELD have been ap- 
pointed assistant trust investment officers 
of the Fidelity-Philadelphia Trust Company. 


Philadelphia—PERCY C. MADEIRA, JR. 
was elected president and director of the 
Land Title Bank and Trust Company and J. 
WILLISON SMITH, president for the past 
13 years, chairman of the board. A. ROB- 
ERT BAST was elected vice president in 
charge of the trust department. 

Mr. Madeira was for many years a prac- 
ticing attorney and, after a short time in 
his family’s coal business, became vice presi- 
dent of the Land Title Bank and Trust Com- 
pany in charge of the trust department on 
March 1, 1934. He is fifty-one years of age; 
a director of several corporations; and trus- 
tee of philanthropic and social organiza- 
tions. 

Mr. Bast has been with the Land Title 
Bank for over fifteen years in the trust de- 
partment and recently was made assistant 
vice president of the bank. 

Philadelphia—JOHN C. KNOX, formerly 
vice president of the National Bank of Ger- 
mantown and Trust Company, has been 
elected president, succeeding the late Walter 
Williams. Mr. Knox joined the bank in 
1912 as cashier, prior to which time he was 
with the Bank of North America. 

GLENN K. MORRIS was chosen vice 
president and director. He resigned as as- 
sistant cashier of the Federal Reserve Bank 
of Philadelphia to accept his new position. 
EDWARD MEADOWCROST, cashier, elect- 
ed also vice president. 

Philadelphia—O. HOWARD WOLFE has 
been advanced to vice president of Philadel- 
phia National Bank. He retains the title 
of cashier which he has held since 1917. 

Pittsburgh—W. L. DUNKLE and P. K. 
HERR have been promoted to trust officers 
of Fidelity Trust Company. 

Pittsburgh—L. H. GETHOEFER, presi- 
dent of the Peoples-Pittsburgh Trust Com- 





pany, has been elected chairman of the board 
of directors, succeeding A. C. ROBINSON, 
who has held the position for the past six 
years and is now retiring on account of im- 
paired health. Mr. Robinson will continue 
with the Trust Company as a director. 


Succeeding Mr. Gethoefer as president is 
GWILYM A. PRICE, who has been vice 
president in charge of trusts. Mr. Price 
-was also elected a director. 


Mr. Gethoefer began his banking career 
in 1890 in Buffalo. He was elected president 
of the Bankers Trust Company of Buffalo 
in 1913. In 1916 he came to Pittsburgh as 
president of the Pittsburgh Trust Company, 
a unit of the present institution of which he 
became president in 1933. 


Mr. Robinson was named first vice presi- 
dent of the Commonwealth Trust Company 
in 1910. In 1916 he was elected president 
of the Safe Deposit and Trust Company 
(now Peoples-Pittsburgh Trust Company). 


Mr. Price, the bank’s new president, 
passed preliminary bar examinations in 
1914. He worked as a stenographer and 
clerk in the law firm of Beatty, Magee and 
Martin while attending the University of 
Pittsburgh Law School. He served over- 
seas during the World War as captain of 
Company C, 302nd Heavy Tank Battalion. 


in 1919, Mr. 


Returning to Pittsburgh 
Price entered Jaw practice with the firm of 
Beatty, Magee and Martin, remaining there 
until he went with Pittsburgh Trust Com- 


pany as assistant trust officer in 1920. 
Later he returned to law practice with Rich- 
ard W. Martin, then city solicitor and later 
judge of Common Pleas Court. In 1923, Mr. 
Price went to Peoples Savings and Trust 
Company as trust officer and in 1930 was 
made vice president. He became vice presi- 
dent in charge of trusts January 1, 1937. 
He is a member of the executive committee, 
Trust Division, A. B. A., and past chairman 
of the Trust Section, Pennsylvania Bankers 
Association. In 1923 and 1924 he repre- 
sented the 12th Legislative District of Alle- 
gheny County in the Pennsylvania Legisla- 
ture. 


MOORHEAD B. HOLLAND, who has 
headed the trust department for many years, 
remains in charge of the Trust Department 
with the title of Chairman of the Trust 
Committee and Vice President in Charge of 
‘Trusts. 


Named as vice presidents were: JOHN H. 
LUCAS, WILFRID MURTLAND and EL- 
MER T. SLOAN. 
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TEXAS 


Houston—MURRAY KYGER has been 
elevated to the position of vice president 
and trust officer of Houston Land & Trust 
Company and has been elected a member 
of the board of directors. Mr. Kyger has 
been with the trust company for eleven 
years. He is a graduate of the University - 
of Texas, the South Texas School of Law 
and the Graduate School of Banking. 


VIRGINIA 


Richmond —GUY TRISTRAM MAL- 
LONEE has been promoted to trust officer 
of First and Merchants National Bank and 
CHARLES LINDEN HARRISON, JR. was 
elected assistant trust officer. 


Richmond—ROBERT E. HENLEY has 
been elected a director of State-Planters 
Bank and Trust Company. He is vice presi- 
dent and general counsel of the Life Insur- 
ance Company of Virginia and formerly 
vice president and trust officer of the Old 
Dominion Trust Company. 


Roanoke—PAUL S. STONESIFER, trust 
officer of the First National Exchange Bank, 
has received the additional title of vice 
president. E. H. DULD and S. M. HUD- 
SON were promoted from assistant vice 
presidents to vice presidents while GEORGE 
T. ELLIS, formerly assistant trust officer 
was advanced to trust officer. 


WASHINGTON 
Tacoma—R. R. MATTISON has resigned 


as president of the National Bank of Wash- 
ington. 
WEST VIRGINIA 

Charleston—Retiring Bank Commissioner 
GEORGE WARD has been elected trust of- 
ficer of the $24,000,000 Charleston National 
Bank, to succeed C. PAUL HEAVENER 
who resigned to re-enter the practice of law. 





WISCONSIN 


Milwaukee—REX REEDER has been 


elected vice president of Marine National 
Exchange Bank. 


CANADA 


Toronto—National Trust Company an- 
nounces the appointment of LEIGHTON 
McCARTHY, K.C., to the position of chair- 
man of the board in succession to the late 
Sir Joseph Flavelle, Bart. Mr. G. A. MOR- 
ROW, a member of the board, succeeds Mr. 
McCarthy as a vice president of the com- 
pany. 


Trust Institution Briefs 


Hartford, Conn.—Directors of the 114 
year old Thames Bank and Trust Company 
of Norwich, have approved the sale of its 
22,000 shares of stock to the Hartford- 
Connecticut Trust Company for a total of 
$990,000. The absorbed institution will be 
operated as a branch. 


Atlanta Ga—DAMERON BLACK, vice 
president and secretary-treasurer of the 
Trust Company of Georgia, has been elected 
president of the Atlanta Clearing House As- 
sociation for 1940. Mr. Black entered bank- 
ing in 1923 when he became associated with 
the Trust Company of Georgia, where he 
has been identified with both trust and 
bank executive work. He qualified as a cer- 
tified public accountant in 1906, and during 
the World War became Federal auditor for 
several railroad lines. 


Portland, Me.—The institution resulting 
from the previously reported merger of the 
Portland National Bank and First National 
Bank is to be known as the First Portland 
National Bank. Edward W. Cox becomes 
chairman; Linwood E. Ashton, president; 
Frederick H. Turnbull, first vice president; 
Ralph A. Bramhall, vice president; and 
Everett M. Holden, vice president and cash- 
ier. 

Trust department executives are: vice 
president and trust officer, James R. Hoop- 
er; vice presidents and assistant trust offi- 
cers, Amos F. Paley, Henry C. Worfel, Lee 
W. Finch, Samuel G. Buckner, Frank G. 
Deane; assistant vice presidents and assis- 
tant trust officers, Frank W. Schmidt, Fran- 
cis W. Fincher; auditor and assistant trust 
officer, Joseph F. Shaw. 


Grand Rapids, Mich.—The National Bank 
of Grand Rapids and the Grand Rapids 
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Trust Company, a strictly fiduciary institu- 
tion, have merged. The continuing bank is 
to be known as the First National Bank and 
Trust Company of Grand Rapids. 


Cape May Court House, N. J.—Discon- 
tinuance of the banking business of the 
Cape May County Title and Trust Company 
was announced by Dr. Julius Way, presi- 
dent, who stated that the title insurance and 
trust departments which were organized 12 
years prior to the forming of the bank will 
continue in operation. There is no other 
trust institution in the community. 


New York, N. Y.—Commercial National 
Bank and Trust Company has moved its 
quarters to 44 Wall Street in order better 
to handle its expanded business. 


Nyack, N. Y.—Stockholders of the Nyack 
National Bank and Trust Company voted on 
January 16 to change the institution from 
a national to a state bank, with trust pow- 
ers, to be known as Nyack Bank and Trust 
Company. President Gregory W. Spurr 
said the change would result in, among oth- 
er advantages, more convenient contact with 
supervisory authorities. 


Pleasantville, N. Y.—Plans have been an- 
nounced for the merger of the First Na- 
tional Bank and the Mount Pleasant Trust 
Company, subject to approval by the stock- 
holders. 


Cleveland, Ohio—Arthur F. Young,. vice 
president and trust officer, National City 
Bank, has been elected president of the Life 
Underwriters Trust Officers Club of Cleve- 
land. Charles C. Dibble, of Northwestern 
Mutual Insurance Co., was chosen vice presi- 
dent, and Edward S. Steeb, insurance offi- 
cer, The Cleveland Trust Company, was. 
named secretary-treasurer. 


Seattle, Wash.—Peoples National Bank is. 
celebrating its 50th anniversary. The Bank 
was founded in the same year that Wash- 
ington was admitted to the Union. 


Evansville, Wis——The Farmers & State 
Bank has changed its name to Union Bank 
& Trust Company, following the opening 
of a trust department, according to an an- 
nouncement by President Leonard P. Eager. 


Oshkosh, Wis.—Merger of the First Na- 
tional Bank and the First Trust Company 
has been completed under the name of the 
former. The First National was granted 
trust powers and R. P. Boardman, vice 
president of the Trust Company, has been 
named vice president and trust officer of the: 
new institution. 





Land Title Bank Takes Over Trust 
Assets of Integrity 

Philadelphia, Pa.—Dissolution of the 52- 
year old Integrity Trust Company was ef- 
fected on January 13 by turning over its 
commercial deposits of $25,000,000 to the 
First National Bank and saving accounts 
of $10,000,000 to the Western Saving Fund 
Society. All deposits, including the excess 
over $5,000, have been guaranteed in full 
by the two banks. A $21,000,000 loan by 
the FDIC to the latter institution will pro- 
vide the difference between the Integrity’s 
$14,000,000 cash and its deposit liabilities. 
The loan is secured by $28,000,000 of the 
Trust Company’s assets other than cash. 
Supervisory officials declared that the 2,000 
stockholders probably would lose the $1,- 
000,000 they had invested. 

Under an agreement with Secretary of 
Banking John C. Bell and the Orphans’ 
Court of Philadelphia County, the Land 
Title Bank & Trust Co. “as a matter of 
public service to the beneficiaries of fidu- 
ciary accounts will assume the trust bus- 
iness of the Integrity Trust Co., unless the 
beneficiaries otherwise request.” Percy C. 
Madeira, Jr., president of the Land Title 
Bank, stated that his institution will take 
over part of the personnel of the Integrity 
and will also retain attorneys now repre- 
senting the estates to be taken over. 


The Orphans’ Court, upon petition of the 
Secretary of Banking, will appoint the Land 
Title Bank as substitute executor, admin- 
istrator, trustee and guardian unless with- 
in 30 days after receipt of notice from Mr. 
Bell, the beneficiaries ask for the appoint- 
ment of some other fiduciary. 


Integrity Trust had a total of $36,600,000 
in individual trusts and $20,700,000 in cor- 


Hubert d’Autremont, at left, 
president and _ trust _ officer, 
Southern Arizona Bank and 
Trust Co., Tucson, and newly 
elected president of the Arizona 
State Bankers Assn., in the 
tropical patio of the Hotel West- 
ward Ho, Phoenix, discusses re- 
cent annual meeting with J. R. 
McEvoy, new vice president; 
Spencer Shattuck, chairman, ex- 
ecutive council; and Sherman 
Hazeltine, new treasurer. Re- 
tiring president of the associa- 
tion is Walter R. Bimson, presi- 
dent of the Valley National 
Bank, Phoenix. 
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porate trusts. In its statement as of Dec. 
30, 1939, The Land Title Bank reported a 
total of $221,675,925 in corporate trusts and 
$172,984,192 in individual trusts. 


“The Land Title Bank,” Mr. Madeira said, 
“is assuming this responsibility with a deep 
appreciation of the faith reposed in our per- 
sonnel by the authorities. Too, the Land 
Title Bank has always believed that the 
true measure of any bank lies in the ser- 
vice that it renders to the community and 
we are happy to have this opportunity to 
serve the public.” 


— $9 
Civic Notes 


Detroit, Mich.—After sixteen years, Ralph 
Stone, vice president of Detroit Trust Com- 
pany, has retired as a member of the Board 
of Regents of the University of Michigan. 
During nearly all that period, he had been 
Chairman of the Finance Committee. Trust 
funds of the University rose from $1,300,-— 
000 to $16,000,000. 


Mr. Stone received his law degree from 
the University in 1892, having been editor- 
in-chief of the Michigan Law Journal. He 
was, as well as a scholar, an outstanding 
athlete, in tennis, baseball, football and 
track, and drafted the constitution of the 
General Athletic Association. 


Since 1893 he has been, with the excep- 
tion of a two-year period from 1899 to 1901, 
a trust official, first with the Michigan Trust 
Company and, since the beginning of the 
century, with Detroit Trust as secretary, 
vice president, president, chairman of the 
board, and now in an advisory capacity. 
During the World War, because of his trust 
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company experience, Mr. Stone was selected 
to assist Alien Property Custodian Palmer 
who later referred to Mr. Stone as the man 
“who really organized the original office of 
the Alien Property Custodian.” The organ- 
ization took over nearly a billion dollars in 
enemy property. 

Mr. Stone was one of the organizers, 
Trustee and President of the Detroit Bur- 
eau of Governmental Research, and during 
1930, 1931 and 1932 was Chairman of the 
Committee on City Finances, Detroit, known 
in the press as the “Stone Committee.” 


Greensboro, N. ©—DAVID L. GAL- 
LAGHER, assistant trust officer of the Se- 


curity National Bank, has been elected sec- 
retary and treasurer of ‘the Merchants and 
Manufacturers Club of Greensboro. 


Columbus, Ohio—CHARLES H. MY- 
LANDER, vice president and trust officer of 
the Huntington National Bank, has been 
elected a member of the newly-formed in- 
dustrial committee of the Columbus Cham- 
ber of Commerce, to induce new industries 
to locate in that city. 


Toledo, Ohio—JOHN ZUBER, trust offi- 
cer of the Ohio Citizens Trust Compafy, 
addressed members of the real estate class 
of the University of Toledo, on details of 
trust practice in cases of intestacy, ex- 
plained the various types of wills, the ad- 
vantages and disadvantages of living trusts 
and other matters especially important to 
real estate salesmen. 

Dallas, Tex.—GEORGE WAVERLEY 
BRIGGS, vice president and trust officer of 
the First National Bank, has been elected 
president of the Philosophical Society of 
Texas. 

Sturgis, Mich—FRANK C. MILLER, 
trust officer of the Citizens State Bank, has 
been elected a member of the Sturgis City 
Commission. 
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Salt Lake City, Utah—JOHN M. WAL- 
LACE, vice president of the Walker Bank 
& Trust Company, has retired as Mayor of 
Salt Lake City, an office for which he was 
“loaned” a year or two ago in an emergency. 
Many had urged Mr. Wallace to become a 
candidate last November to succeed himself, 
but he did not feel that he should remain 
away from his own business any longer. 


Obituaries 


Walter Williams 


WALTER WILLIAMS, president of the 
National Bank of Germantown and Trust 
Company, of Philadelphia, Pa., died on 
December 15, in his 72nd year. He was a 
descendant of the original settlers of Ger- 
mantown and entered the bank in 1888 as 
an office boy. He rose through the ranks, 
becoming president and director in 1912. He 
was a member of the American Academy 
of Political and Social Sciences and the 
American Institute of Banking. 


Clifford P. Hunt 


CLIFFORD P. HUNT, vice president of 
the Chemical Bank and Trust Company of 
New York, and head of its foreign depart- 
ment for twenty years, died recently at 63 
years of age. An expert on foreign credit, 
Mr. Hunt. was director of several insurance 
companies. He began his banking career 
with the Central Hanover Bank and Trust 
Company and later worked with the Bank 
of New York. 


Carl D. Montgomery 


CARL D. MONTGOMERY, formerly as- 
sistant vice president of the City Bank 
Farmers Trust Company of New York and 
more recently head of his own investment 
firm, died on January 1. He was 44. 


Frank A. Hagarty 


FRANK A. HAGARTY, who had recently 
been named assistant vice president as well 
as trust officer of Hartford National Bank 
and Trust Company, died on January 12 at 
the age of 69. He was a member of the 
bar since 1902, vice president and director 
of Connecticut Investment Management Co., 
and a trustee of the Society for Savings. 
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Toronto, Canada—J. M. Macdonnell, presi- 
dent and general manager of The National 
Trust Company, has been elected a director 
of Canada Life Insurance Co. 















HOW IMMINENT IS INFLATION 


MARCUS NADLER, professor of finance, New 
York Univ. Barron’s, Dec. 25, 1939. 


N analysis of the situation in the United 

States would indicate that the fear of 
general inflation (a sharp rise in the general 
price level, including all commodities) in the 
near future is unwarranted, unless the 
United States becomes involved in a war 
or the deficit of the Government should rise 
much faster than is generally expected. 

The European war, in itself, cannot bring 
about a material increase in prices in the 
United States. In the first place, it is sig- 
nificant to note that the two important bel- 
ligerents, namely, the British and French 
empires, are much more economically self- 
sufficient and far better equipped to supply 
the increased requirements of war than was 
the case in 1914. Hence, the demands on 
the part of Great Britain and France for 
commodities in this country are bound to 
be smaller than they were during the last 
war. 

It is, of course, obvious that a war of long 
duration, particularly if accompanied by 
great destruction of property by the belli- 
gerents, will increase the demand for cer- 
tain products in this country. These, how- 
ever, will consist primarily of war mate- 
rials. Such purchases will be offset partly 
by a material decrease in the importation of 
goods not directly related to the war. On 
the other hand, the United States may ex- 
pect an increased demand for all types of 
commodities from neutral countries. In 
spite of this, however, the fact should not 
be overlooked that the general price level 
in the United States during the last war 
did not mount sharply until it became likely 
that the United States, too, would be drawn 
into the conflict. 

As long as the United States does not be- 
come involved in the present war, a con- 
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tingency which is neither desired nor ex- 
pected, the following factors must be con- 
sidered in analyzing the question of the im- 
minence of inflation: 

1—There is a huge supply of all kinds of 
goods in the United States. While it is true 
that certain products, such as tin, rubber, 
coffee, and silk, have to be imported and* 
that the prices of some of these commodi- 
ties have risen materially, yet the fact 
should not be overlooked that this has only 
a relatively small effect on the movement 
of the broad level of prices in the United 
States. 


2—The industrial capacity of the United 
States is very great, and the efficiency of 
labor in recent years, as a result of the in- 
troduction of labor saving devices and the 
installation of new machinery, has further 
increased the capacity to produce. 


3—The income and purchasing power of 
the great majority of people in the United 
States is limited. 


4—The arrangement between Great Bri- 
tain and France, whereby competitive bid- 
ding in neutral markets has been replaced 
by a unified, studied, and gradual buying 
policy, will preclude spectacular price rises 
even in war commodities. ‘ 

Under such circumstances, a material in- 
crease in prices is not to be expected, and 
events during the past few months have 
borne out this condition. Business activity 
rose from a level of 92, as measured by the 
index of industrial activity of the Board of 
Governors of the Federal Reserve System, 
to 125 in November. The price level as a 
whole, however, failed to register such a 
material increase. 

While certain sensitive commodities have 
moved up fast, others have tended to re- 
main more or less stable. Furthermore, it 
is not to the interest of the Government to 
see a runaway price level. Such a develop- 
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ment would be accompanied by increased 
demand for higher wages and by labor dif- 
ficulties. It might lead to a short-lived 
boom, ending in an unavoidable recession 
and a dislocation of industry and trade. The 
activities of the anti-trust division of the 
Department of Justice, as well as of the 
Temporary National Economic Committee, 
are evidence of the fact that the United 
States Government is eager to prevent any 
material rise in prices. 


How Inflation Might Occur 


Aside from the possibility of the United 
States’ becoming involved in the war there 
is only one condition which could bring about 
a material increase in prices. As long as 
the war rages in Europe, there is danger 
that a great deal of destruction of property 
will occur. If this is the case, then it is ob- 
vious that the allied powers will be forced 
to buy large quantities of manufactured 
goods in the United States. This would 
cause a situation where the production to 
meet the foreign demand would compete 
with the production of goods required for 
domestic consumption. This, in itself, 
however, is no serious menace in view of 
the existence at present of idle plants and 
of the large numbers of unemployed. It 
would become a grave menace if our Gov- 
ernment should decide at the same time to 
spend several billion dollars on armaments, 
to be financed through the sale of govern- 
ment obligations, primarily to financial in- 
stitutions. Such a situation would increase 
employment and wages at a time when the 
production of consumers’ goods is being cur- 
tailed in favor of war commodities and of 
plant construction and equipment. A com- 
bination of these factors would doubtless 
raise the price level. 

The upward movement of prices might 
reach dangerous heights, however, only if 
the Government were to devalue the dollar 


LS 


e #7935954 
a& age 

a fanen 
a #74 


TRUSTS and ESTATES—Jan. 1940 


further or to have recourse to the printing 
of fiat money. Under such conditions one 
could visualize not only a great demand for 
commodities without an adequate supply 
to meet it but also a flight from the dollar 
into goods and equities, which naturally 
would set in motion the vicious spiral of in- 
flation. It is evident, however, at the pres- 
ent time that the population in the United 
States is gradually beginning to be aware 
of the latent danger of the continued defi- 
cits of the federal budget. As a result of 
the huge inflow of gold and the firm ten- 
dency prevailing in commodity prices, the 
demand for a further devaluation of the dol- 
lar has practically disappeared. The is- 
suance of paper money by the Government, 
while permitted by law up to $3,000,000,000, 
has never been taken seriously. 

From the foregoing, it may be concluded 
that there is, at present, no danger of in- 
fiation. That a moderate increase in prices 
is taking place as a result of the European 
war and of improved business conditions in 
the United States is obvious. But even if 
prices were to rise by 15% to 20% above 
their current level, this still could not be 
termed as inflationary, because the level 
would then be about the same as existed in 
1926. At that time, no one considered prices 
in the United States as inflated. 


a 


THE SPENDTHRIFT’S PROGRESS 
SINCE 1936* 


Harvard Law Review, Dec. 1939. 


Y a recent legislative correction of an 

omission in its legal attractiveness the 
state of Nevada has placed its banks and 
trust companies in a position scarcely less 
advantageous than that of its divorce law- 
yers and gambling houses.1 The statute, 
in utter disregard of legal commentators, 
permits an insulation of the spendthrift 
from his obligations of a completeness not 
even attained in Massachusetts, the original 
haven of the prodigal. Restraints on the 
alienation of income or corpus are valid un- 
less the beneficiary is entitled to have the 
corpus conveyed immediately or after a term 
of years or a life during which income is 
to be accumulated. Not even a spouse (past 
or presesnt) or child of the beneficiary may 


*Citations to cases mentioned on request to 
Trusts and Estates. 

1. Since the controlling law is that of the situs 
of real property or the place of administration of 
a trust of personalty, a Nevada trustee is requis- 
ite to the enjoyment of the statute’s benefits. 





share in the benefits unless expressly in- 
cluded. 

In brief, the statute epitomizes the known 
shortcomings of the spendthrift trust and 
initiates some new ones. It is, however, 
possible that jurisdictions less enamored of 
the spendthrift principle might effectively 
exclude their own residents from the pro- 
tection afforded by the Nevada statute. A 
creditor of one whose assets were tied up in 
a Nevada spendthrift trust might justly 
argue that his legal remedy was inadequate, 
and, in the absence of any considerations of 
policy militating against circumvention of 
the spendthrift restraint, a court of equity 
might order the spendthrift to pay over as 
fast as he receives it all or a portion of his 
income. 

Despite this debacle, the forces arrayed 
against the device have at least held their 
ground during recent years. In Louisiana 
the legislature, given the opportunity of 
building from the ground up a law of trusts, 
took the occasion to adopt practically in 
toto the model statute suggested by Pro- 
fessor Griswold. No restraints on aliena- 
tion of principal are permitted. But spend- 
thrift restrictions are not entirely out- 
lawed; recognition of the desires of testa- 
tors and settlors has resulted in the grant 
of a privilege to place limited restraints 
upon alienation. All income under twelve 
dollars a week and ninety per cent of in- 
come up to $5,000 a year may be exempted 
from the claims of general creditors or as- 
signees. In the discretion of the court, 
however, even this income may be reached 
by wives, children and tort plaintiffs, the so- 
called involuntary creditors, and by purvey- 
ors of necessaries. 

Oklahoma’s first judicial construction of 
a statute of a more common type, providing 
that income from trusts of real property 
beyond the sum needed for the education 
and support of the beneficiary may be reach- 
ed by creditors, has at least avoided the con- 
verse declaration that every trust is spend- 
thrift to that extent. But the court’s ac- 
ceptance of the spendthrift principle should, 
when coupled with the statute’s restriction 
of its application to realty, temper the joy 
of creditors. 

Similarly, the Kansas court, by rejecting 
the argument that prohibition of involuntary 
assignments was necessary to prevent cir- 
cumvention of a statutory ban upon volun- 
tary assignments of interests in trusts of 
realty has given the creditor whatever com- 
fort he may derive from a determination 
that at least such trusts are not automati- 
cally spendthrift. 
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In New York, however, under statutes 
similar to that of Oklahoma, except that 
trusts both of realty and personalty are cov- 
ered, a definite check has been placed upon 
the spendthrift by a holding that no‘ per- 
son can be given a right to the use of in- 
come free from the claims of creditors be- 
yond the right granted by the statutes.. 
Since the New York legislation had pre- 
viously been construed to limit the alien- 
ability of interests in any trust, control is 
taken out of the hands of the settlor, ex- 
cept insofar as he may wish expressly to 
subject a greater proportion of the income 
to the claims of creditors. 


The comparative unimportance of a much 
more explicit statute in the grip of a court 
both ingenious and opposed to the spend- 
thrift trust was recently demonstrated in 
Washington, where a legislature only less 
generous than that of Nevada had attempt- 
ed to free the income of any trust whatso- 


ever from the claims of creditors. The 
court, acting upon the theory that income to 
which the cestui que trust has an imme- 
diate right, although still in the hands of 
the trustee, is held in a dry trust and is thus 
the absolute property of the beneficiary, 
permitted its attachment. 


In the absence of statute the spendthrift 
has, on the whole, fared well. Brahmey v. 
Rollins, hopefully hailed by critics of the 
device as marking a possible turn in the 
tide, remains no more than a tribute to the 
independence of the New Hampshire court. 
In at least one state [Colorado] dictum in 
favor of the spendthrift has ripened into 
decision; none of the numerous courts which 
have permitted such restrictions have seen 
fit to overrule their earlier holdings. Indeed, 
such jurisdictions have tended to expand 
the doctrine. Thus, a [Minnesota] decision 
exactly antithetical to that of the Washing- 
ton court, by upholding a restraint on alien- 
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ation of corpus to which the beneficiary had 
an immediate right in the hands of a trus- 
tee, has in effect enabled the spendthrift, if 
not to set up, at least to maintain such a 
trust for himself. 


Less drastic, but hardly less opposed to 
the fundamental policy of the common law, 
is a California case which joins the minority 
permitting restraints on alienation of an 
equitable fee—a decision which is the logi- 
cal outcome of the prevailing American 
rationale that a settlor may do what he 
likes with his money, but which completes 
the defeat of creditors. But in Massachu- 
setts the lot of the creditor has been some- 
what ameliorated by a decision in which 
that rationale emerged second best from an 
encounter with the doctrine that in equity 
the exercise of a power of appointment sub- 
jects the appointed property, as part of the 
donee’s estate, to liability for his debts. 


The exceptional hardship involved in deny- 
ing to certain classes of creditors recourse 
to interests in trust funds has led some 
courts to allow a “reaching of the unreach- 
able” in such cases. There are two methods 
of approach: by interpreting the terms of 


TRUSTS and ESTATES—Jan. 1940 


the restrictive provisions as showing that 
the settlor did not intend to exclude the par- 
ticular class of claimants from the protec- 
tion of the trust, or, more realistically, by 
holding that as against certain classes of 
creditors such provisions are void as 
against public policy. In In re Stewart’s 
Estate the Pennsylvania Supreme Court 
switched to the second line of reasoning 
and held restraints void as against the 
claims of a wife and minor children for sup- 
port. And, at least where such creditors 
are concerned, the courts have recently 
manifested a disposition to pay no more than 
lip-service to the “station in life” rule. 


Massachusetts and Minnesota have, how- 
ever, abided by what is probably in fact the 
intent of the settlor as to a divorced wife 
and refused to make her an exception to 
the usual rule. 


The California Supreme Court recently 
lent its authority to an interesting, if some- 
what legalistic, technique of enforcing a 
spendthrift’s assignment, at least in cases 
where he has other assets. Failing in an 
attempt to reach his interest under an as- 
signment of a portion thereof, a wife 
brought an action for specific performance 
or, in the alternative, for damages for the 
breach of the promise to alienate. By grant- 
ing the latter relief, on the sensible reason- 
ing that while the settlor may be entitled 
to dispose of his own property as he wishes 
he cannot restrict the beneficiary’s freedom 
of contract, the court considerably restrict- 
ed the freedom with which a spendthrift 
may issue worthless assignments of his in- 
terest. 


A casting up of recent developments 
shows that, on the whole, the spendthrift 
device has lost about as much ground as it 
has gained. The principal factor making 
hazardous any prediction of its eventual 
general restriction within reasonable lim- 
its is the danger that other states, either 
in active competition for the spendthrift 
business or in self-defense, may feel called 
upon to emulate Nevada. 
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War and Money Rates 


HE primary factor that influences 

and determines the price of Govern- 
ment Bonds is that of money rates, be- 
cause after all, there is very little differ- 
ence between paper money and Govern- 
ment Securities. Both rest on the good 
faith in the credit of the United States 
Government. 

I believe that if we mend our own 
fences and mind our own business, we 
can have a degree of prosperity which 
no foreign war can bring to us. Hence, 
the expectation of higher money rates 
as the result of the war, in my opinion, 
was not warranted. 

The supply of idle funds in the United 
States is as great as ever, and the war, 
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instead of contracting the supply, has 
tended to broaden it. 


In my opinion, the security market has 
ceased to be that factor in the money 
market which it was during the 1920’s. 
While it is possible that the amount of 
security loans may increase, the increase 
will be so moderate as not to make any 
real difference in the volume of bank 
loans outstanding. 


An increase in the deficit need not 
necessarily bring about an increase in 
interest rates. Such a situation is not 
likely as long as it is to the interest of 
the Government to have low money rates, 
and as long as the Government, through 
the Board and the Treasury, has the 
power to keep money rates low. What 
does worry me is the fact that if the def- 
icit continues large, and is further in- 
creased by military expenditures, new 
measures of control will be demanded 
and obtained by the Administration, and 
the principles on which we do business 
may be changed. 


From this you can see that I do not 
visualize an immediate change in inter- 
est rates as a result of the war. High 
rates of interest are simply not “in the 
cards.” 


In my opinion, for the immediate fu- 
ture, one ought to accept a return of 2% 
per cent on long-term Governments as 
the norm. If bonds should decline in 
price, and the long bonds should begin 
to yield 2.70, I believe that they will be 
within the buying zone, because under 
no circumstances can I foresee for the 
immediate future, that is, for the next 
six months, a yield on long-term Govern- 
ment Securities of more than three per 
cent, and at that, one has to be very 
optimistic to visualize this higher yield. 


Now, more than ever, is it absolutely 
essential. that the fiscal affairs of the 
Government be placed on a sound basis, 
and, in my own opinion, it is the func- 
tion of every banker today to preach the 
gospel that you cannot have a sound 
economy until the finances of the Gov- 
ernment are on a sound basis.—Dr. 
Marcus Nadler, Prof. of Finance, N. Y. 
U., in address before Tenth New Eng- 
land Bank Conference. 
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Thompson on Real Property 


GEORGE W. THOMPSON. The _ Bobbs-Merrill 
Company. 12 Vols. $120. 


The first three volumes of this ambitious 
undertaking are now available to the legal 
profession and others concerned with mod- 
ern problems in real property law. It has 
not been feasible to examine in detail the 
books now ready, but a representative spot 
check reveals a brilliance of analysis and 
a scope of treatment that may well earn 
for this work ranking with the great 
treatises in other branches of the law, and 
for the author a place with Wigmore, Wil- 
leston and Scott among the outstanding 
text writers. 

Mr. Thompson has considerably revised 
the first edition which appeared in 1924 
and which gained wide recognition in the 
courts. But he has gone further and broad- 
ened discussion of many points as well as 
adding new sections. Increased attention 
has been given to forms of instruments, with 
both number and variety being expanded. 
A most valuable feature of this work is 
the provision for constantly keeping abreast 
of changes in the law through frequent sup- 
plements. 

Volume I includes discussion of the “Na- 
ture and Kinds of Real Property,” such as 
air, water, ice, mines and minerals, fix- 
tures, rents, franchises and easements (in 
general). The second book contains a de- 
tailed analysis of specific easements, li- 
censes and freehold estates, both of inher- 
itance and not of inheritance. Volume III 
treats of estates less than freehold, the 
landlord and tenant relationship and the 
numerous questions involved in leases, in- 
cluding assignment and termination. 
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Revenue Bonds and the Investor 


LAURENCE S. KNAPPEN. Prentice-Hall, 
329 pp. $3.50. 


Inc. 


This book deals with the many ques- 
tions which have arisen in connection with 
revenue bond loans since the impetus given 
this type of security by the Federal Ad- 
ministration of Public Works in the past 
four years. It traces the development of 
such bonds and enabling legislation, and 
discusses such other matters as pre-mar- 
keting aspects, defaults and leading types 
and users of revenue bonds. 


Profit Sharing and Pension Plans 


C. MORTON WINSLOW and K. RAYMOND 
CLARK. Commerce Clearing House, Inc. $2. 
204 pps. 


Widespread interest in the operation of 
profit sharing and pension plans, and their 
bearing upon federal taxes, labor relations, 
and employee morale makes this a timely 
new book. It offers practical and correlated 
information not only on the formulation of 
profit sharing and pension plans but, in ad- 
dition, carefully analyzes the relationship of 
federal tax laws with such plans. 


The first part discusses various types of 
pension and profit sharing plans, including 
illustration of their tax effect, suggestions 
for planning, and resumés of specimen 
plans; the other presents federal tax laws 
affecting pension, profit sharing, and stock 
bonus plans, their legislative, administra- . 
tive, and judicial interpretation. 


This book should have special value for 
trustees, tax men, accountants, and life un- 
derwriters. 
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Do You Want to Become a Banker? 


WILBUR F. CROOK. Fredk. A. Stokes Co. 179 
pps. $1.50. 


Addressed to the young men seriously 
considering banking as a career, this book 
is equally applicable to those presently 
working in banks who are wondering about 
their adaptability to it and would like to 
see how an executive officer views the per- 
sonal equation. Containing an outline pri- 
marily on functions of commercial depart- 
ments, it includes an elementary chapter on 
the trust department, and comments on ef- . 
fects of competing governmental agencies. 


Citing the trend toward engaging more 
young men with high school or college edu- 
cation, the author remarks that those pos- 
sessing good education are furnishing more 
executive material today, in view of the 
necessity for a broader understanding of 
banking’s place both in the community and 
the national economy. Stressing the char- 
acter qualifications needed for the great 
variety of responsibilities, and the impor- 
tance of continued study, considerable dis- 
cussion is given to A. I. B. courses. 
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Che Bonklet Shelf 


These booklets are offered without charge or obligation. 
Write to Trusts and Estates for those desired. 


Platform Talks—A handbook of platform 
talks on banking and trust business pre- 
pared by the Committee on Public Educa- 
tion, Pennsylvania Bankers Association. 


State and Municipal Bonds—Sixth year- 
end survey of State and Municipal bond 
prices and yields prepared by Chemical 
Bank & Trust Company. Comparisons. 

Competitive Bidding—A reprint of the 
testimony of Harold Stanley, president of 
Morgan Stanley & Co., Inc., before the Tem- 
porary National Economic Committee, on 
competitive bidding for new issues of cor- 
porate securities. He believes such a prac- 
tice would be undesirable. 


Regulation F—Frequent reference to this 
Regulation of the Federal Reserve Board, 
governing the exercise of trust powers of 
national banks, is profitable. The appendix 
includes the Statement of Principles of 
Trust Institutions adopted by the American 
Bankers Association. 


Trust Indenture Act of 1939—The Fed- 
eral statute which becomes effective Febru- 
ary 3, 1940 and regulates the sale of se- 
curities under trust indentures. 


Federal Tax Revision—A program for tax 
reform submitted by the Committee on Fed- 
eral Taxation, American Institute of Ac- 
countants. 


Succession Duties in British Columbia— 
A booklet prepared by The Toronto General 
Trusts Corporation explaining the operation 
of the death duty in this Canadian Province. 

Should High Premiums Be Avoided—A 
booklet discusses prejudices against pur- 
chase of bonds selling at substantial prem- 
iums and presents a study from standpoint 
of maturity, yield and quality. 


Development of New Business—A 31 page 
booklet discusses the observations of an or- 
ganization serving corporate fiduciaries in 
the development of new trust business. 

Modern Methods—This 28 page booklet 
contains practical suggestions for the ad- 
ministration and conservation of estates 
through effective planning. 

Property—A monthly bulletin devoted to 
the protection of estates, designed for direct 
mail advertising of corporate fiduciaries. 

Directing Distribution of Property—A 
booklet summarizing distribution of prop- 
erty in case of intestacy (New York) and 
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torney in drafting a will or selecting heirs. 
outlining points to be discussed with an at- 


Selecting a High Grade Bond—An organ- 
ization which acts as investment advisors 
to financial institutions has prepared a bul- 
letin on the subject of points to be consid- 
ered in the making of bond investments. 


Canadian Financial Statistics—This is a 
51 page booklet designed to provide, in con- 
cise form, general statistical information re- 
garding the financial position of the Domin- 
ion of Canada, its nine Provinces and ten of 
its larger cities. 


Life Insurance Trusts—Discusses effec- 
tive plans which can be adopted in the cre- 
ation of funded or unfunded personal and 
business insurance trusts. 


Corporate Executor—A booklet describes 
the advantages of naming a corporate fidu- 
ciary to act in the management of dece- 
dents’ estates. 


Taxation of Income and Estates—A quar- 
terly letter covers changes in the tax laws 
affecting trusts, wills and life insurance. 
This letter is offered to one bank or trust 
company in a city, for exclusive distribu- 
tion to customers and prospects. 


——_ 9 
Business Information Sources 


The experiment of an extension course on 
business information sources has proved so 
successful that the University of Newark 
(N. J.) has decided to expand the course 
and grant it two points credit in the School 
of Business Administration. The purpose 
of the course, according to Miss Marian C. 
Manley, Librarian of the Business Branch 
of the Public Library, who is conducting the 
course, is “to indicate the resources in the 
field of business literature and the type of 
material with which business men should be 
familiar in order to use their opportunities 
to the full. 

—— 


Torrens Plan Spreading 


John M. Holland, author of “Tenure and 
Titles,” said recently that the popularity of 
the Torrens system is spreading and he pre- 
dicted that it would not be long until such 
titles would be accepted by mortgagee 
leaders in New York. 
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Assets—Administration—Statute of 
Non-Claim Applies to United States 
as Creditor 


Florida—Supreme Court 

United States v. Summerlin, 191 So. 842, decided 

November 10, 1939. 

A promissory note was given under the 
National Housing Act. The maker default- 
ed, the holder made demand upon the Fed- 
eral Housing Administrator for the balance 
due. The Treasurer of the United States 
remitted to the holder and it acquired the 
note. The maker died, an administratrix 
was appointed and notice to creditors pub- 
lished as required by statute. No claim was 
filed on the note within the statutory non- 
claim period. Thereafter claim was filed 
and the United States asserted a right to 
priority under Sections 191 and 192, U.S.C. 
Title 31. 

HELD: The statute of non-claim applies 
to the United States as well as to other 
creditors of a decedent. 

a 
Assets—Administration—Burden of 
Proof on Administrator Indebted to 
Estate to Show Inability to Pay 


Iowa—Supreme Court 

In Re Windhorst’s Estate, 288 N. W. 892, Decem- 

ber 12, 1939. 

This action arose on objections to the 
final report of an administrator. The ad- 
ministrator inventoried an $8,000 note owed 
by himself to the estate. In his final re- 
port he stated that he had been able to col- 
lect only $215 thereon, and asked authoriza- 
tion to deliver the note and the cash balance 
over to his successor. This final report was 
approved. Objectors to the report appeal- 
ed, contending that the administrator 
should have been charged with the full 
amount of the debt as if it had been cash. 

HELD: (1) The burden was upon the 
administrator to show why he should not 
be held accountable for the full value of the 
property inventoried, including his own debt. 

(2) An administrator who at the time of 
his appointment is indebted to the decedent 
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is liable to the estate on the debt owed by 
him to the extent of his ability to pay it at 
any time during his administration. 

(3) An administrator is not required to 
surrender his statutory exemptions to pay 
the debt he himself owes the estate. 

(4) In this case the administrator failed 
to sustain the burden of proof resting upon 
him by failing to establish that he had had 
no property or income which could have been 
applied on the obligation he owed the estate. 


a 


Bar Relations—Supreme Court Re- 
fuses to Hear Unauthorized Prac- 
tice of Law Case 


United States—Supreme Court 


Merrick v. American Security and Trust Company, 
decided Jan. 2, 1940. 


Certiorari to review the decision of the 
lower court, reported in November 1939 
Trusts and Estates 575, has been denied by 
the Supreme Court. 


a 


Bar Relations—Trust Company En- 
joined From Practicing Law—Per- 
mitted to Prepare Papers Incident 
to Administration of Its Trusts 


Ohio—Common Pleas Court 


Goodman v. The Provident Savings Bank & Trust 
Company, 15 Ohio Opinions 385; decided October 
5, 1939. 


Action by plaintiff, an attorney, on his 
own behalf and on behalf of all those simi- 
larly situated to enjoin defendant from 
what is claimed to be the practice of law. 

HELD: Defendant is enjoined from pre- 
paring and drafting wills, trust agreements 
or contracts and other instruments requir- 
ing the exercise of legal skill for its cus- 
tomers or patrons, by and through its reg- 
ular salaried officers and employees. It 
makes no difference that the bank may be 
designated in such instruments in fiduciary 
capacities. 

“The defendant must adhere to the busi- 
ness of executing the trusts in its control. 
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It has no right or authority through its at- 
torney-employees to give independent legal 
advice to those beneficially interested, to 
perform legal services directly for them, or 
to advise or act for others claiming some 
interest in the trust estate, where such ad- 
vice or acts would partake of a legal na- 
ture.” 

However, in this connection the bank may 
exercise the privilege of completely exe- 
cuting particular trusts in all of their de- 
tails. It may through its regular attorney- 
employees draft papers incident to the ad- 
ministration of the trusts in its hands, and 
appear in the Probate Court or other courts 
in matters pertaining to the execution of 
such trusts. 

Examination of land titles and of mort- 
gage instruments under which loans are 
made by defendant does not constitute the 
practice of law. 

Defendant is enjoined from preparing 
contracts for the sale of real estate where 
the bank is acting as selling agent for its 
customers or patrons. 

——_———0 


Distribution—Community Property— 
Insurance Premiums—Effect of Di- 
vorce 


Arizona—Supreme Court 


Rothman v. Rumbeck, 96 Pac. (2d) 755, December 
11, 1939. 


Divorced wife brougkt an action against 
administratrix of estate of divorced husband 
to compel reimbursement for share of pre- 
miums paid on life insurance policy out of 
community estate during coverture. There 
having been no division of community prop- 
erty in decree of divorce, the question of 
construing a part of Section 2182 RCA 1928 
was involved. This Section provides in 
part: 

“ ... any community property for which no pro- 

vision is made in the decree, shall be from the 

date of such decree, held by the parties as tenants 
in common, each possessed of an undivided one- 
half interest therein.” 


HELD: The estate is bound to reimburse 
plaintiff for money advanced by the com- 


munity for the benefit of the separate es- 
tate of the husband. “The divorce does not 
vest or divest title, the title does not re- 
main in abeyance, and it must vest in the 
former owners of the property as tenants 
in common...” 

a 


Distribution—Construction of Devise 
as Fee in Portion of Property 


Oregon—Supreme Court 


Dobbin, Respondent v. Vandermeulen et al., Ap- 
pellants. 


In disposing of his estate, the testator 
made the following declarations in his will: 

“ist. After all my lawful debts, whether 
to government, or to individuals, are paid, 
and discharged, I give, bequeath and devise 
to my beloved wife, Anna Vandermeulen all 
my real and personal property wheresoever 
situated for her sole use and benefit during 
her life if she so long shall continue my 
widow, and at her decease or second mar- 
riage to go to my children and my beloved 
wife Anna Vandermeulen as follows, to wit:” 
one seventh to his wife and each of his six 
children, less certain advancements made 
to some of the latter, “to the end and intent 
that my estate may be equally divided 
among all my said children and wife.” 

The testator’s widow never remarried and 
she died testate on April 8, 1938, leaving 
her interest in the land to a granddaughter. 
- HELD: As a general rule, the authori- 


’ ties hold that a gift to one, as long as she 


remains testator’s widow, is the gift of a 
life estate rather than one which survives 
her. This rule applies only to a gift of a 
life estate. It has no application to a gift 
in fee where the testator gives a life estate 
in a part of his property and gives the other 
part in fee to the life tenant. 

It seems plain from the provisions of the 
will that the scheme adopted by the testator 
for the distribution of his entire estate was. 
to give to his wife, if she did not remarry, 
a life estate in six-sevenths of his property 
and to make an immediate gift to her of one- 
seventh thereof, and to provide that, upon 
her death or remarriage, the remaining six- 
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sevenths should be immediately distributed 
in equal shares to his six children less cer- 
tain deductions on account of advancements 
made to three of them. 


That the testator intended to make a pres- 
ent gift to his wife of a one-seventh in- 
terest in his entire estate is obvious from 
a mere reading of the will. To hold other- 
wise would require the court to hold that, 
as to one-seventh of his estate, he died in- 
testate. It will be presumed that the testa- 
tor intended to dispose of his entire estate 
and the will must be so construed unless 
this presumption is rebutted by its provis- 
ions. 

The plaintiff’s contention that the gift to 
the widow of a one-seventh interest in the 
land was to take effect only upon her death, 
and wes therefore ineffectual and void, finds 
no support ‘n the language contained in the 
will. 


ee 


Distribution—Gifts to Designated Of- 
ficers of Named Institutions as 
Gifts to Those Institutions or to 
Those Officers 


Rhode Island—Supreme Court 


Pennsylvania Co., Etc. v. Contributors to Pa. Hos- 
pital, 9 Atl. (2d) 269. (Nov. 27, 1939.) 


Testator’s will directed that on the death 
of certain persons one share of his estate 
should “be paid to the Managers or Direc- 
tors of the Pennsylvania Hospital *** and 
*** of the Massachusetts General Hospi- 
tal *** to be used by them for the estab- 
lishment of a Hospital of such a character 
& in such a place as may seem to them 
most desirable’; also a second share “to be 
paid to the President of Harvard Univer- 
sity *** President of Yale College *** Sec- 
retary of the Smithsonian Institute *** and 
to [A, B and C if then alive] *** to be used 
by them for the establishment of Scholar- 
ships or Foundations in such Colleges as 
they may select” for a certain class of stu- 
dents. At the time for distribution, suit 
was brought to construe the will. 


HELD: The first above gift was to those 
corporations known respectively as_ the 
“Pennsylvania Hospital” and “Massachu- 
setts General Hospital,” subject to a trust 
to establish and endow a new hospital. Pres- 
ent practical considerations to the contrary 
notwithstanding, testator did not intend its 
use for the extension or improvement of 
the facilities of said donee hospitals. The 
second above gift was to the designated of- 
ficers and individuals, in trust, not merely 
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to direct payment to selected schools under 
directions as to use, but before payment to 
such schools to supervise the setting up of 
trusts sufficient to effectuate testator’s ob- 
jectives. 


ee 


Distribution—Proceeds of Insurance 
Policies 


North Dakota—Supreme Court 


Anderson v. Northern & Dakota Trust Co. et al., 
288 N. W. 562. 


Where policy is payable to a named ben- 
eficiary, her executors, administrators, or 
assigns, with no reservation of a right to 
change the beneficiary, the estate of the 
beneficiary has a vested interest in the 
policy as an asset of her estate which could 
be transferred by her administrator. 

Where a life insurance policy is payable 
to the personal representatives of the de- 
ceased, his heirs or estate, the avails of 
the life insurance policy pass to the heirs 
at law of the insured by contract and not 
by descent, and the effect of the North 
Dakota statute is to render such insurance 
policy payable to the person or persons 
who at the time of the death of the insured 
are his heirs at law under the laws of 
succession, the same as though their names 
had been written into the insurance policy 
as beneficiaries. 

,— 


Distribution — Widow of Intestate 
May Not Claim Part of Savings 
Bank (“Totten”) Trusts under 
Statute Giving Her Election to 
Claim Against Will 


New York—App. Div. ist Dept. 

Murray v. Brooklyn Savings Bank et al., 258 App 

Div. 132. 

After his marriage the decedent placed 
about $13,000 in savings banks accounts in 
his name “in trust for” designated bene- 
ficiaries. The decedent did not in any case 
deliver the passbook to the beneficiary or 
do anything to evidence an intention to 
make an irrevocable gift or irrevocable 
trust of the savings bank deposits and died 
intestate leaving a net estate of about 
$4,000. in addition to the savings bank 
trusts. The designated beneficiaries of the 
savings bank trusts sought a judgment es- 
tablishing their rights therein. The de- 
cedent’s widow by counterclaim asserted 
that the savings bank trusts were ineffective 
as against her rights under Section 18 of 
the New York Decedent Estate Law (which 










gives a surviving spouse rights to claim 
a part of the decedent’s estate against the 
provisions of his will). Overruling a judg- 
ment of the Supreme Court, the Appellate 
Division 

HELD (one Justice dissenting) that Sec- 
tion 18 does not enlarge the rights of a 
surviving spouse if the decedent dies in- 
testate; although a “Totten Trust” may to 
a limited extent be testamentary in char- 
acter, it cannot be regarded as “a will’ 
within the meaning of Section 18. 


The Appellate Division said that it would 
agree with the conclusion below that these 
“Totten Trusts,” by which the decedent 
retained during his life all the incidents 
of ownership, constituted transfers which 
would be illusory under Newman v. Dore, 
275 N. Y. 371, [See Sept. 1937 Trust Com- 
panies 380] and therefore subordinate to 
Section 18 if the decedent had died testate. 
The Appellate Division also stated (1) 
that it was aware that by its holding a 
husband might effectively disinherit his 
widow by creating Totten Trusts and then 
intentionally omitting to execute a will; 
(2) that the same result might in any event 
be accomplished by an absolute transfer 
made during the husband’s life; and (3) 
that if a “Totten Trust” transfer might be 
attacked as “illusory” by an _ intestate’s 
widow then it might be so assailed by any 
other distrubutee. 

The Appellate Division observed that 
these difficulties were intensified because 
as in the instant case, the widow could by 
asserting rights derived from Section 18 
claim a larger interest in the estate on 
intestacy than she would have received un- 
der Section 18 if the decedent had left a 
will against which she had elected to take. 
[Under Section 18 the widow could in no 
event have claimed more than one-half of 
the net estate; yet the widow here claimed 
that the trusts were invalid and therefore 
to be included as part of the estate assets 
thus entitling her (by reason of intestacy) 
to $10,000 plus one-half of the residue. To 
permit this to be done, moreover, would al- 
low other distributees of the decedent (his 
sisters and several nephews and nieces) to 
share in the principal of the savings bank 
trusts to the exclusion of the named bene- 
ficiaries thereof even though such distri- 
butees were not entitled to the protection 
of Section 18.] 

In Matter of James J. Smith, N. Y. L. J. 
Dec. 20, 1939, p. 2245, the Surrogate of 
Kings County, on the authority of the 
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Murray case, supra, denied a similar claim 
by a widow of an intestate relating to an 
insurance policy on the life of the de- 
cedent, saying that he doubted the ap- 
plicability of the doctrine of Newman v. 
Dore in any event in the case of life insur- 
ance. 


a 


Life Tenant and Remainderman—Ap- 
plication of New York Rules in Sal- 
vage of Mortgage Investments to 
Foreclosures Begun by Decedent 
and to Charitable Trusts 


New York—Surrogate’s Courts 


Matter of Kimber, Bronx County, N. Y. L. J. 
December 7, 19389. 


Matter of Hirsch, New York County, N. Y. L. J. 
December 9, 1939. 


In the Kimber case, it was held that the 
salvage formulae [laid down in Matter of 
Chapal, 269 N. Y. 464 (Feb. 1936 Trust 
Companies 240) and Matter of Otis, 276 
N. Y. 101 (Dec. 1937 Trust Companies 768) ] 
are to be applied when the decedent in his 
lifetime begins the foreclosure of a mort- 
gage on unimproved real property and the 
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foreclosure is completed after death; the 
salvage rules are not limited to property 
which has become unproductive during the 
administration of a trust. 


In the Hirsch case the salvage formulae 
were held to be applicable in the case of a 
trust created for charitable purposes, and 
not limited to cases of non-charitable trusts, 
as contended by the New York Attorney 
General. 


capecctinantinitiiitlnnaitatiinainns 


Life Tenant and Remainderman—Ap- 
portionment of Securities and Cash 
Received in Reorganization 


Alabama—Supreme Court 


Title Guarantee Loan & Trust Company v. Wood- 
ward, 191 So. 363. 


Title Guarantee Loan & Trust Co., as 
trustee under the will of J. H. Woodward, 
held as of January 1, 1937 bonds and pre- 
ferred stock of Woodward Iron Company. 
On that date the bonds were in arrears as 
to interest to the extent of $225.00 per 
$1,000 bond and the preferred stock was in 
arrears as to dividends to the extent of 
$36.00 per $100.00 par value share. 

As of January 1, 1937, Woodward Iron 
Company reorganized and distributed on 
April 1, 1937, to the holders of its outstand- 
ing bonds, in lieu of each $1,000 old bond and 
attached coupons, its $500.00 First Mort- 
gage bonds, its $600.00 Second Mortgage 
Convertible Income bonds and $125.00 in 
cash. In the same reorganization the hold- 
ers of the old preferred stock received for 
their stock and accrued dividends 3% shares 
of its new common stock having par value 
of $10.00 per share. As of April 1, 1937, 
the new First Mortgage bonds had a market 
of 102%, the new income bonds, 155 and 
the new common stock, 38. 

The Woodward will merely directed the 
distribution of “net income” to certain 
designated children of the testator. On 
petition of the trustee for instructions, 


HELD: That the new bonds, cash and 
stock received by the trustee constituted 
both corpus and accumulated income, that 
1000/1225s of each class of new bonds and 
of the cash should be treated as corpus and 
225/1225s of each as income, and that the 
new common stock should be apportioned 
100/136s to corpus and 36/136s to income. 
The court reasoned that the life beneficia- 
ries were the primary objects of testator’s 
bounty and that it was clear he intended 
them to receive the income therefrom when 
and in whatever form it was collected. 
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Subsequent to the reorganization the 
company called the new income bonds held 
by the trustee for redemption and the trus- 
tee converted the income bonds into com- 
mon stock of the company. The court held 
that the language of testator’s will and 
codicil, judged in the light of circumstances 
surrounding his estate and of the call of the 
income bonds for redemption, authorized the 
trustee to make this conversion. 

Courtesy of C. F. Zukoski, Jr., Birmingham, Ala. 


a , 


Living Trusts—Destruction of Instru- 
ment Does Not Effect Revocation 
In Absence of Power to Revoke 


Iowa—Supreme Court 


Young v. Young-Wishard, 288 N. W. 420, Novem- 
ber 14, 1939. 


This was an action in equity to establish 
an express trust in certain real estate. This 
was done by the trial court, and the defen- 
dant appealed. 

Young married the defendant late in life. 
Together they consulted with an abstracter, 
who prepared a written agreement reciting 
the desire of Young that his property should 
go to his wife during her life and go to his 
granddaughter, the plaintiff in the suit, af- 
ter her death, and further stated that he had 
executed a conveyance to his wife (the de- 
fendant), and that she had that day exe- 
cuted a conveyance to the plaintiff to be 
placed. in escrow for delivery upon her de- 
cease. Both parties signed the agreement 
in the presence of witnesses. Young exe- 
cuted a warranty deed to the real estate con- 
veying it, except for a life interest in him, 
to the defendant. 

Thereafter, for reasons not material, the 
so-called trust agreement was torn up, and 
the deed from the defendant to the plaintiff 
apparently also disappeared. This action 
was brought after the death of Young, to 
establish a trust interest in the real estate. 


HELD: (1) The deed from Young to his 
wife should be construed with the trust in- 
strument, a copy of which was introduced 
in evidence, as if they were one agreement. 

(2) No power of revocation having been 
reserved in the trust agreement, it was ir- 
revocable, and the destruction did not effect 
its revocation. 

| 

The city of Camden, N. J. has levied an 
assessment on $6,327,000 in securities held 
in the Camden Trust Company by the Dor- 
rance estate, of which the bank is co-trustee. 








Living Trusts—“No Contest” Clause 
Held Valid—Beneficiary Deprived 
of Interest As Result of Attacking 
Validity of Instrument—Probable 
Cause No Excuse 


Missouri—Supreme Court 
Rossi v. Davis, 133 S.W. (2d) 363. 


Prior to his death, S. D. Rossi transferred 
all of his property to the plaintiffs in this 
suit as trustees under the terms of an inter 
vivos trust agreement. At his death his 
daughter, Mrs. Davis, who was dissatisfied 
with the provisions made for her by the 
trust agreement, procured her appointment 
as administrator of her father’s estate, and 
thereafter instituted a proceeding in the 
Probate Court to discover assets. (See Sec. 
63 R. S. Mo. 1929). The issue in that pro- 
ceeding was whether or not the instrument 
was valid. It eventually went to the Su- 
preme Court of Missouri, which held against 
the administrator sustaining the validity 
of the instrument under the Missouri Statute 
of Wills. See report of this case in 34 
S. W. (2d) 8. 


In this suit the trustees by their petition 
sought the direction of the court as to 
whether or not Mrs. Davis and her husband 
had forfeited their rights as beneficiaries 
under the instrument by unsuccessfully at- 
tacking it. 


HELD: First, that “no contest” clauses, 
such as the one contained in this agreement, 
were valid and enforceable; second, that 
probable cause for attacking an instrument 
does not excuse an unsuccessful contest or 
relieve from forfeiture provision; third, that 
inasmuch as Mrs, Davis was an heir of the 
trustor decedent, the proceeding to discover 
assets which she brought in her capacity 
as administrator of the trustor’s estate, con- 
stituted a violation of the “no contest” pro- 
vision, which resulted in a forfeiture of the 
beneficial interest which she otherwise had 
under the terms of the agreement; fourth, 
that her husband had likewise forfeited his 
interest because “he had abetted and assist- 
ed in the institution and prosecution of the 
contest” and for the further reason that, 
upon proper construction of all the terms 
of the agreement, the husband’s beneficial 
interest was derivative and contingent and 
he took nothing because of the fact that the 
interest of the person through whom he 
claimed had been forfeited; fifth, that the 
trustees were entitled to reimburse them- 
selves for the expenses which they incurred 
in sustaining the validity of the trust agree- 
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ment and that “considering the language 
and apparent purpose of the trust instru- 
ment and all the circumstances *** (the) 
said expenses are chargeable to income;” 
and concluded by holding that said acts of 
the trustees did not constitute a breach of, 
trust for which the trustees might be re- 
moved. 

[The pertinent provisions of the trust 
agreement are lengthy. The reader is re- 
ferred to the reported decision which should 
become a leading case on the points cov- 
ered. ] 
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Powers — Limitations — Diversion of 
Part of Trust Res Wrongful in Ab- 
sence of Reservation of Power to 
Revoke and of Circumstances Show- 
ing Omission of Such Reservation 
Was Not Caused by Mistake 


Rhode Island—Supreme Court 


Garneau, et al. v. Garneav, et al., 9 Atl. (2d) 15. 
(Nov. 9, 1939.) 


Creator of trust (who was also one of the 
two trustees) reserved the right while liv- 
ing and competent to do as she pleased with 
all sums of money received upon a mortgage 
which was a part of the trust res, without 
accountability either to the co-trustee or to 
the beneficiaries of the trust. On an order 
signed by both trustees, a large part of a 
bank account which also was a part of the 
trust principal was paid to Rosealma Pelo- 
quin. There was no express power of re- 
vocation in the trust deed. 

A suit was brought against Rosealma Pel- 
oquin (among others) for repayment of the 
amount received. It was argued on her be- 
half that the evidence showed an intent to 
reserve a right to revoke and that the with- 
drawal order to Peloquin was an exercise 
of that right. 
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HELD: The omission of a reservation of 
the right to revoke was not caused by mis- 
take. The settlor did not intend to reserve 
such right. The reservation of the right to 
use a part of the mortgage payments nega- 
tives any intent to reserve anything further. 
Not being a bona fide purchaser, Peloquin 
must restore the trust funds received by 
her. 


—_————— 


Taxation—Estate and Inheritance— 
A Revocable Trust Created Prior to 


Amendment of 1933 Where Settlor 
Retains No Other Interest Is Not 
Subject To Illinois Inheritance Tax 


Illinois—Supreme Court 
The People v. Armiger, 372 Ill. 415. 


Settlor created a trust in 1923 directing 
that an annuity plus excess income be paid 
to her daughter. After the daughter’s 
death the income was to be paid to a grand- 
daughter until she attained the age of forty- 
five years when the trust property was to 
be distributed. The granddaughter was 
given the power of appointment and in 
default thereof the property was to 
be distributed to her heirs at law. If the 
granddaughter predeceased the daughter, 
then the property was to go as directed by 
the daughter’s will and in default thereof 
to the daughter’s heirs at law. Settlor re- 
served power to revoke and cancel the trust 
and also reserved the right to approve in- 
vestments. 

HELD: As to property transferred to 
the trust prior to the amendment of the 
Inheritance Tax Act in 1933 such property 
was not subject to Illinois inheritance taxes. 
The power to approve investments retained 
by the settlor was of no consequence. 
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Taxation—Estate—Exercise of a Gen- 
eral Power of Appointment, Where 
Renunciation Was Ineffective, Held 
Taxable in Estate of Appointor 


United States—Board of Tax Appeals 


Central Hanover Bank & Trust Co., Exr., Dec. 
21, 1939. 40 B. T. A. No. 179. 


A mother by will created a testamentary 
trust, giving the life income one fourth 
each to her four sons, and giving X a 
general power of appointment as to the re- 
mainder. X appointed the four sons or 
their issue per stirpes on certain conditions 
of survivorship. The four sons in writing 
renounced the appointment, and claimed 
that they took the inheritance from their 
mother and hence that the trust property 
was not taxable in the estate of X as the 
property did not pass under exercise of 
the power, citing Helvering v. Grinnel, 294 
U. S. 158. 


HELD: The renunciation was ineffective 
because the sons could not waive all the 
contingencies of the survivorships, and 
since it could not be shown that the proper- 
ty would not pass under the appointment, 
the trust was taxable in the estate of X. 
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Taxation—Estate and Inheritance— 
Supreme Court Requires Taxation 
in Oregon of Transfer by Oregon 
Resident in Trust in Illinois of Fed- 
eral Reserve Notes, the Proceeds of 
Sale of Intangibles Located in IIli- 
nois 

United States—Supreme Court 
Pearson v. McGraw, Dec. 4, 1939, 84 L. ed. 139. 


Decedent, when domiciled in Oregon, 
through his agent an Illinois trust com- 
pany, sold securities located in [Illinois 
and acquired federal reserve notes. A few 
days later under a trust agreement executed 
in Oregon with the same Illinois trust com- 
pany, decedent in contemplation of death 
conveyed said notes irrevocably in trust for 
the benefit of relatives. The trust company 
held the notes for a few days and then be- 
gan the purchase of securities for the trust. 
The Supreme Court of Oregon had held that 
Oregon had no jurisdiction to tax such 
transfer, since the federal reserve notes 
were tangibles located in Illinois. 


The United States Supreme Court re- 
versed and held the transfer taxable in an 





Oregon estate, the majority opinion im- 
plying that the series of steps constituted 
one transaction, in effect a transfer of in- 
tangibles, taxable at the residence of the 
donor. Two justices concurred holding 
that the federal reserve notes were intang- 
ibles. One justice dissented. 
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Taxation—Gift—Transfer in Trust, 
With Income Reserved to Grantor 
and Contingent Remainders, Held 
Not Subject to Gift Tax 


United States—Board of Tax Appeals 
Emily Trevor, Dec. 22, 1939, 40 B. T. A.—No. 183. 


A transfer in trust, grantor reserving the 
life income and the right to revoke after ten 
years and granting remainders to certain 
persons if grantor died within the ten year 
period or thereafter before exercising the 
power of revocation, held not subject to 
gift tax. 


The Board reasoned that, while the 
grantor for ten years did not possess a 
power of revocation, the gift of the re- 
mainders was not complete in praesenti 
but was a conditional transfer to take ef- 
fect only at or after the death of the 
grantor. Since such a transfer would be 
subject to the estate tax, it should not be 
subject to the gift tax. 
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Wills—Probate—Declaration of Dece- 
dent as to Non-Revocation Inadmis- 
sible When Only One of Two Exe- 
cuted Copies of Will in Possession 
of Decedent is Propounded 


New York—Surrogate’s Court, New York County 


Matter of Blackstone, 172 Misc. 479, 15 N. Y. 
Supp. (2d) 597. 


The decedent executed both the ribbon 
copy of the Will and a carbon copy made 
simultaneously. Each copy was witnessed 
and published as the decedent’s will. In 
the first instance, the decedent received only 
the ribbon copy; almost a year and a half 
later, she obtained the executed carbon copy 
from her attorney. When the decedent died 
the ribbon copy could not be found and only 
the executed carbon copy was propounded. 

Faced with the rule which states that de- 
clarations of the decedent respecting revo- 
cation are inadmissible (except as part of 
the res gestae), the proponent argued that 
such declarations of the decedent were ad- 
missible when they supported the conten- 
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tion that the decedent did not revoke the 
will. After an extensive review of the 
authorities, some of which supported the 
proponent’s contention, the Surrogate 

HELD (on reargument) that such de- 
clarations of the decedent as to non-revo- 
cation are just as incompetent as declara- 
tions of revocation. Additional facts ad- 
duced by the proponent, to show that the 
decedent kept the propounded paper so 
carefully as to require a finding that she 
believed it to be her original will and kept 
it as such, did not establish his contention 
in that regard, the Surrogate declaring 
that even if such facts had supported such 
contention the court would have been obliged 
to hold against probate as a matter of 
law, because of the rule that when both 
copies of a will executed in duplicate are 
shown to have been in the decedent’s pos- 
session and only one is found after death 
the presumption of revocation is the same 
as that arising when only one copy was 
in his possession and is not found after 
death, the theory being that the decedent 
can destroy his will by destroying only one 
and not the other duplicate. 
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